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AIDS. Ecology. Education. Companies are 
embracing social causes. But is it enough? 





UCO Bank has contributed to underprivileged 
childrens' development fund while adding 
half a million new customers during 2007-2008. | 






100% Financial Inclusion in Hooghly district ^ Village Adoption Programme in 
of West Bengal. village, S acenca Coats Tamil 
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iyakudi 100% Financial Inclusion in the state of 
adu. Himachal Pradesh. 
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Distribution of blankets among destitutes. Ambulance provided for medical services. Banking facility in a relaxed ambience for senior 
citizens at Senior Citizen branches. 
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(A Govt. of India Undertaking) 
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PCO attendant to BPO manager. 
Dhruv Sharma, Vashi, has measured promise. 





The opportunity economy. The knowledge capital. The manufacturing hub. Flattering, 
but do not do full justice to the new India. Fearless, optimistic, competitive. A reality 
that is accurately captured on the Nifty 50 index, based on stocks listed on NSE, 
India's leading stock exchange. 


ndia, today, is playing to win. To catch the action live, just turn to the Nifty 50. 
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Stock of the nation 


www.nseindia.com 
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National Stock Exchange of India Limited 


Nifty has been used to represent S&P CNX Nifty, owned and managed by India Index Services and Products Ltd. (IISL), a joint venture between NSE and CRISI 


CORNERSTONE/NSE-2 ! 
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Only Cheap Nectar, Please! 
The dynamics of the coconut water business as 
reported in ‘For A Sip Of Nectar’ (BW, 19 May) 
made for interesting reading. But at Rs 15-20 
a coconut, it can hardly be called an affordable 
product for the common man. A 500 per cent 
mark-up from the farmer to the consumer is 
ridiculous and smacks of either large-scale 
profiteering or an inefficient supply chain and 
logistics. The same is true of bananas, once 
called the common man’s fruit. They now cost 
Rs 24-30 a dozen, despite India being one of 
the world's largest producers. If coconut water 
has to be seriously promoted as a health drink 
and the large youth market has to be tapped, it 
must compete with the popular (but relatively 
unhealthy) aerated soft drinks in terms of 
price and availability. It would certainly help 
to get the big retail stores interested in selling 
coconut water. 

R. Vishvesh, via e-mail 
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your comments 





Save Small Industry With Policies - 


Your cover story "The Gloves Are Off' (BW, 19 May) 
brought a cynical and wry smile to my face. The 
government is purportedly trying to fight inflation with a. - 
its might. One of the recourses being taken is slashing _ 
custom duties, and that is where the irony becomes visiblt 
because of the government's double standards. Consider 
the case of import duties on PVC resin. There has been ar. 
anti-dumping duty imposed since January 2008, 2d 
effectively increasing the cost by more than 12 per cent in 
the domestic market. That has led to a rise in the priceso | 
a number of industrial items. And the imposition is : 
despite the fact that domestic production meets only 
65-70 per cent of the total demand. Thoughtless policies 
like these hit the small industrial sector hard. 





















Vipul Sancheti, via e-ma | 


Why Trash Well-meant Scheme? 
I have observed that the National Rural 
Employment Guarantee (NREG) scheme is ` 
often portrayed as useless in your magazine. 
must remind you that without NREG, the 
poor, landless villagers would be left atthe 
mercy of land owners throughout the year. Th 
purpose of NREG is to guarantee employment 
for at least 100 days a year. The labourers may, 
choose not to opt for it if land owners pay — . 
them better. Its shortcomings must be dealt 
with but why trash the scheme altogether? | 
J.P. Nema, via e-mai | 


Must Guard Against Stereotyping |. 
This is with reference to your editorial 
headlined "The UBS Saga’ in the issue dated 
29 March. We were extremely shocked that 
you blatantly said Muslims are “undesirable” 
elements. We are deeply angered and E 
disturbed that a magazine of your calibre has 
started talking like the many political outfits ` 
which, in the guise of national security do ^ 
everything possible to disintegrate the natior | 
Mustapha Jabbar, via e-r | 
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A guesstimat might be 0°: 
in a car. But not in a cockpit. 





SCHAFFHAUSEN 
SINCE 1868 


"Precisely!" 








Pilot's Watch Chrono-Automatic. Ref. 3717: Prefer wrapping your fingers Mechanical chronograph movement 
round a joystick to a steering wheel? Then you'll love this watch. A soft-iron Day and date display | Soft-iron inner 
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= inner case protects the mechanical chronograph movement against - 
-— " - 

w 
w~ 
— 


olie ffir iral Antirofloariive cannk = 
eus ure Anureinecuve Saf ure 





strong magnetic fields. The antireflective sapphire glass is secured 
- glass, secured against drops ir 
against sudden drops in pressure at all times. And features like this can 
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mean only one thing: a big thumbs up! IWC. Engineered for men. Stainless steel 


Delhi - Johnson Watch Company, E-71, South Extension Part-1, Phone: «91 11 2464 2255 / 2464 2299 - Johnson & Company, C-1( innaught 
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Editor's Letter 





Everyones 
Business 


by jehangir s. pocha, editor 


THAT BUSINESS IS NOW THE KEY 
driver of global development is a 
truism. Less clear is how individual 
companies can fulfil the expanded 
responsibilities this brings (and if 
they even want to). The subject is 
too delicate to be debated ran- 
corously, so it is politely discussed 
under the rubric of Corporate So- 
cial Responsibility (CSR). 

There are three views. The first — 
and oldest — says companies should 
focus on profits. The second says 
traditional philanthropy is enough. 
The third is a bold new idea: that 
all a company’s activities, from its 
supply chain to its HR policies, 
should be considerate of social 
problems and as remedying of 
them as possible. BW supports this 
idea, as does FICCI. So we created 
the BW-FICCI-SEDF Corporate 
Social Responsibility Award to 
recognise companies that exem- 
plify CSR. By showcasing these 
leaders we hope other companies 
will flatter them through imitation. 

This shouldn't just happen in the 
spirit of altruism but enlightened 
self-interest. Capitalism is the best 
economic system, but it has divided 
the world into winners and losers. 
Fine-tuning, even reinventing, cap- 
italism to make it more inclusive is 
the great task of our times. CSR is a 
tiny step in this direction, and it is 
in India, where no social safety nets 
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exist, where CSR is really needed. 
Without it, discontent with eco- 
nomic reforms, first seen with the 


failure of the BJP's ‘India Shining’ 
campaign, could also rise. The 
coming elections will test this. 
Wise corporate leadership can 
reinvigorate faith in companies 
and assist the general emancipa- 
tion of society. This is essential to 
both our quality and standard of 
living. What's the point ofa fortune 
if you have to fly to London to enjoy 
it? Can a nation 20 per cent of 
whose population has bank ac- 
counts turn into a consumption- 
led global economy? Achieving 
that takes more than growing 
GDP; it takes a genuine considera- 
tion of people. That's why, in the 
long term, CSR also equates to cor- 
porate shareholder responsibility. 


By slat 
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Introducing the Xerox WC 5016 A3 Mono MFD. | 
It is small, but packed with 16 powerful features to enhance your 
performance and take your business to the next level. 
There's a new way to look at it. 


The Xerox WC 5016 MFD can print, copy 
and scan 16 pages per minute and still 
not get tired. In fact, it has the power 
of 64 MB RAM, can accomodate 800* 


sheets of paper, saves trips for frequent ^e WorkCentreso1g. powerful workhorse in your office. 


paper loading and its Auditron security 
feature ensures that only authorized 
employees use the machine. All of this 
turns the little one into the most 





ilso available Xerox 5020 A3 Mono MFD in 20ppm. 


xerox.com/india 

ASK XEROX, CALL 1800 180 1225 or 390 12 000, SMS 'Xerox 16' to 53456 

('Please prefix the local city code when dialing Es a mobile phone) ‘ xe f OX 
Email: xerox.solutions@xerox.com 


"Conditions apply 


©2008 XEROX CORPORATION. All rights reserved. XEROX” , the sphere of connectivity design, There's a new way to look at it’ and Work Centre 5016 ore 
trademarks of XEROX CORPORATION in the United States and / or other countries. 
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Corporations are realising 
their social responsibilities 


30 Foreword 


India Inc. fights social problems and an 
adverse corporate image with CSR 


434 Methodology 


How we all did it. 
38 M&M 


The auto giant looks to go green with its 
business enterprise. 


4O Column: Keshub Mahindra 
M&M wants to aid social development. 
49 NTPC 


Employees take to CSR initiatives 
like a duck to water. 
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44 Apollo Tyres 





| " e. caagiia, Pe P Je" — 
4 SS > ST ux The tyre majors HIV/AIDS initiative has 
1 | v ' Pe been beneficial for many truckers. 
——A— =) bd <40 Column: Niira Radia 
29 eat mj A ys 2 af A x Œ M ki e ‘ T tal 
(NI if > Making communication participative 
S & NT OTE 


48 Tata Tea 


Giving the world the biggest employee 
participatory management companies. 


5O ONGC 
ONGCS CSR drill explores healthcare, 
environment and education. 


02 MSPL 


The mining company cares for workers. 


o4 Column: Nita Mukesh Amban 
Philanthropy for bridging society’s gaps 
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Reliance Industries 


The petro-giant moves towards a cleaner 


JM environment and public image 


| 58 Column: Suhel Seth 
| CSR shouldn't merely be a PR exercise. 
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ON POINT 
1O Food Chain 


China has found an innovative way to 
ensure food supplies at home. 


= Il Selective Amnesia 


ae Why did Ranbaxy take so long to disclose 


-. dts investment in Shimal? 


. 13 iPhone's New Path 
In the face of stiff opposition, Apple 
breaks away from its exclusive tie-ups, 


16 FIANCHETTO 


Weekly strategie corporate moves. 


18 QUICK TAKE 


Should India bani iron-ore exports? 


! INTHE NEWS 
29 Another Nano 


Its boom time for the small car sector as 
Bajaj too plans to launch a Rs 1 lakh car. 


" 24 Legitimising Monopolies? 
© Access-to-medicines campaigners 
. concerned at a proposed patent law. 
— 96 Blame It On Our Genes 
- AUK study has found that Indians are 
. genetically prone to gain weight. 


27 IPLIs A Late Winner 





Es : Sulking sony would gain immensely over 


| the next five years from IPL matches. 


_ INDEPTH 
GO Power Of The Sun 


- Investment in solar energy shows a 
sudden spurt in growth. 
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64 Decoding The Secret 
The international bestseller glorifies the 
Law of Attraction uniquely. 


66 Image Makeover 
Old brands are going in for an image 
makeover to create new markets. 


70 Building It Better 
NSDL and CDSL are using technology 
to improve services. 


IN VOGUE 


72 Extravagant Abodes 
At $2 billion, Ambani's ‘Antilla’ is an 


eye-opener even for the rich and famous. 


TO Sagacious Film-maker 
Director B.R. Chopras socially relevant 
films have always made him stand apart 


78 Bookmark 


Gay Bombay, superstar India, and 
the white tiger 


COLUMNS 

20 Omkar Goswami 

It's time to get realistic. 

69 Bill Emmott 

Curbing inflation should be top priority. 
BW & YOU 

OG FEEDBACK 

82 BW OPINION 
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| businessworld.in 


| A number of drugs that were hyped as 


none drugs have fallen from grace. 


| Tushar Kanwar on iPod speaker Sounddock | 
į Portable and a wifi-detecting watch. 
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GLOBAL FARM LANDS 


The 


China is 
buying farm 
lands abroad 
to ensure 
food supplies 
at home 





GREEN PASTURES: 
China is eying Brazil's 


1.2 billion acres of 
fallow land for farming 








THE NEXT STEP TOWA- 
rds globalisation co- 
mes from an unexpe- 
cted quarter — global 
farmlands. Stung by 
growing food shorta- 
ges, the Chinese go- 
vernment is encoura- 
ging its agricultural 
firms to buy or lease 
farmlands in Africa 
and South America to 
bolster food security 
back home. 

The new governm- 
ent policy comes in 
the wake of higher in- 
come levels that en- 
courage spending 
away from staple rice 


diets and towards in- 


creasing consump- 
tion of meat. This, in 
turn, has necessitated 
higher import of feed 
for livestock. 

China has 40 per 
cent of the world's 
farmers but only 9 
per cent of the wor- 
ld’s arable land. On 
the other hand, conti- 
nent-size Brazil has 
more than 40 per 
cent of its 1.2 billion 
acres of arable land 
lying unused, or at 
best used only for ca- 
ttle grazing. 

In 2007, China im- 


Next Wave 


me 


ported 60 per cent of 
the soyabean it con- 
sumed and food pri- 
ces over the past year 
have risen 25 per 
cent. On the other 
hand, Brazil outstrip- 
ped the US in 2005 
as the world’s largest 
soya exporter, cros- 
sing the 30 million- 
tonne mark. Little 
surprise, therefore, 
that China’s Ministry 
of Agriculture is now 
talking to Brazil for 
acquiring land for 
soyabean production. 
These moves are 
likely to find opposi- 





tion from groups 
opposing deforesta- 
tion and who suspect 
that China could use 
the land to grow corn 
and sugarcane for 
producing bio-fuels. 
Meanwhile, other 
countries have taken 
a leaf out of China’s 
book. Libya is nego- 
tiating for land with 
Ukraine for growing 
wheat, while Saudi 
Arabia is looking at 
investment options 
abroad for ensuring 
steady food and 
livestock supplies. 
Gurbir Singh 


say Million. The number of PlayStation 3 consoles Sony plans to sell in the next financial year 
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PHARMACEUTICAL 


"It would be presumptuous of me to pre- 


tend like I've already won.” 


Buy ‘n Forget 


Ranbaxy’s 
investment in 
Shimal raises 

questions of 


INDIAS LARGEST DRUG 
maker Ranbaxy Labs 
appears to have quie- 
tly bought into a drug 
trials company floa- 
ted by its promoter 


JOMBERG 











Border diplomacy 
Chad closed its 


timely family, the Singhs. border with Sudan 
: Che deal was conclu- on 12 May, ramp- 
disclosure ded in February last ent — potentially va- sells generic drugs in ing up tensions 


WARM HEARTED: 
Ranbaxy paid an excess 
Rs 68 crore to buy 
Shimal shares as a 
‘goodwill’ gesture 


year, but Ranbaxy 
made it public only in 
its latest annual re- 
port. “[ More timely ] 
disclosure was called 
for, says a pharma 
analyst with a foreign 
brokerage on the con- 
dition of anonymity. 
The Rs 6,982-crore 
Ranbaxy paid Rs 93.4 
crore to buy 24.91 per 
cent in Shimal Resea- 
rch Laboratories — 
partly owned by ano- 
ther Singh group ven- 
ture, Oscar Investm- 


luing the closely-held 
outfit in the ballpark 
of Rs 370 crore. 

As of 31 March 
2007, Shimal is sole 
owner of Fortis Clini- 
cal Research, which is 
in the business of bio- 
equivalence trials — 
tests that show simi- 
larity between drugs 
and required by 
regulators before they 
allow a generic to be 
marketed as a bran- 
ded drug equivalent. 
Ranbaxy makes and 


India and interna- 
tional markets. 

The investment 
value in Shimal as 
on 31 December 
2007 includes 
‘goodwill’ of Rs 68.16 
crore (the excess 
Ranbaxy paid over its 
share in net assets of 
the company on the 
acquisition date). A 
Ranbaxy spokespe- 
rson did not respond 
to BW' queries on 
Shimal. 

Gauri Kamath 


between the neig- 
hbours after Khar- 
toum accused 
Ndjamena of sup- 
porting a rebel 
assault on the 
Sudanese capital. 
The Chadian gov- 
ernment ordered a 
completed sealing 
of the frontier in 
order to avoid all 
infiltration and 
suspect traffic 
across its porous 
eastern border. 


DEFICIT NARROWS 


Imports dropped by the most in six years 
allowing the US trade gap to shrink more than 
forecast in March. 





COMMODITIES 


STENCH OF WHEAT — 


= 





$ -30 IN A GENERAL RESOLUTION ON 9 MAY, ! oilt 
US TRADE the Maharashtra government part. “The state government told - 
DEFICIT allowed its district collectors to the High Court last year that it 
issue tenders inviting wheat flour will not distribute any of this 
-40 mills to purchase about 18,000 wheat,” says Kirit Somaiya, 
tonnes of imported red wheat. member of BJP's Mumbai unit. 
The government says the wheat is The wheat, which was impor- 
-50 good, but others disagree. In ted at Rs 18 per kg, is slated to 
mid-2007, under orders from be sold at Rs 6.70 per kg — a 
Bombay High Court, of the 682 direct hit of Rs 20 crore to the 
samples from 33,000 tonnes of ex-chequer. But the bigger hit - 
hr. imported red wheat sent for could be taken by unsuspecting 
testing, 285 were found to poor bread consumers in rural 
contain harmful uric acid or were Maharashtra if this wheat 
-70 heavily infected with insects. distributed. EN 
Se iu LS A M JEN AE [A Now, the government wants to | Rajesh Gajra 
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OnPoint 


DARK 
TUESDAY 


Rescuers carry a 
wounded person out 
of the debris of 
collapsed buildings 
after the earthquake 
in Beichuan county 
in southwest China’s 
Sichuan province on 
Tuesday, 13 May 
2008. Thousands of 
victims were buried 
or missing after 
China’s worst 
earthquake in three 
decades. According 
to official figures, as 
of 14 May, the 
death toll is 15,000 


i-PHONE 


Flexible 
Strategy 


THE OPPOSITION TO 
Apple Inc's exclusive 
arrangement to offer 
iPhone with a single 
service provider in 
Europe and Australia 
seems to have forced 
Apple to tweak its 
marketing strategy 
for world markets 
including India. The 
Apple-Vodafone tie- 
up that allowed only 
Vodafone to offer iPh- 
ones to its customers 
has been overshado- 
wed by Apple's agree- 
ment with Sing Tel, 
which allows its part- 
ner Bharti Airtel to 
offer the gadget to its 
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subscribers. Vodafone 
would retain its excl- 
usivity over the Ind- 
ian market only for 
six months. "Certainly 
not a year, like in the 
‘ase of the Blackbe- 
rry, says N.K. Goyal, 
president of Commu- 
nications and Manu- 
facturing Association. 

Sources say that 
Tata Teleservices - 
through Virgin Mo- 
bile - and Reliance 
Infocom, too, are 
planning to offer the 
iPhone bundled with 
tariff packages. 

Apple may already 
be late in India. "The 
damage has been 
done to the product's 
reputation by the grey 
market,’ says Pankaj 
Mohindroo, national 
president of Indian 
Cellular Association. 

M. Rajendran 
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Striking it rich 


FORMER NINTENDO CHAIRMAN HIROSHI 
Yamauchi has overtaken property 
developer Akira Mori to become the 
richest man alive in Japan, according to 
Forbes. Yamauchi's net worth has tripled 
since 2006 and soared $3 billion over the 
past year to $7.8 billion, driven by the 
phenomenal success of Nintendo's Wii 
and DS systems. Nintendo is the world's 
biggest maker of handheld game 
machines. Eighty-year-old Yamauchi 
retired as chairman after 55 years in 
2005, but he is still a major shareholder. 


Exposure to pollution will increase the chances of a blood clot in the legs, according to a 
new study by Harvard School of Public Health 





AVIATION 


IT SEEMS THAT CHINA 
aspires to self relia- 
nce in everything it 
needs. The country's 
latest move to set up 
a company to deve- 
lop planes that have 
a take-off weight of 
more than 100 ton- 
nes means that in 
the near future, 
China will not have 
to depend on Boeing 
or Airbus, the world's 
dominant comme- 
rcial jet makers. 

The Commercial 
Aircraft Company of 
China (CACC) was 
launched in Shang- 
hai on 11 May, with 
a registered capital 





The latest IIP 
numbers 
reaffirm 
industry's con- 
cerns about a 
slowdown 









SANJAY SAKARIA 


of $2.7 billion. CACC 
will be responsible 
for developing and 
marketing a made-in- 
China large passen- 
ger aircraft. 

However, observers 
are sceptic about the 
commercial prospe- 
cts of a large jet de- 
signed and manufac- 


JUST DAYS AFTER BW 
highlighted the slow- 
down in the Indian 
small-scale industry 
("The Gloves Are Off’, 
26 May 2008) came 
the announcement 
that the rate of 
growth in Index of 
Industrial Production 
(IIP) had hit a six- 
year low of 3 per cent 
in March as compa- 
red to the 14.8 per 


GHINA'S LOFTY DREAMS 





tured entirely in 
China, given the 
limited Chinese 
experience in large 
aircraft. The first 
aircraft from CACC is 
expected to take off 
by 2020. Till then, 
China will have its 
eyes set on the sky. 
T.K. Vineeth 


MOST POWERFUL BRANDS 


Google 
GE 


IBM 
Apple 


WON OY UI PWN 


Nokia 


10 Marlboro 


Figures are brand value in $billion 


INDUSTRIAL PRODUCTION 


Slowing Down 


cent in March last 
year. 

Although the 
Central Statistical 
Organisation brushed 
it aside as just a sta- 
tistical anomaly, in- 
dustry has a different 
stance on the issue. 
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A closer look at the 


component figures of 


IIP reaffirms the 
industry's concerns. 
The capital goods 
sector grew by just 
8.6 per cent 
compared to 18.1 per 
cent in March last 


PREMIUM NOTEBOOKS 


Always keep it handy 


Microsoft 
Coca-Cola 
China Mobile 


McDonald's 


year, whereas the 
consumer durables 
sector showed a 
slump of 2.1 per cent 
as against a growth of 
3.8 per cent over the 
corresponding period 
last year. 

Clearly, such 
figures are a cause for 
concern and not to be 
dismissed as a mere 
statistical anomaly. 

Jayant Singh 








DEFENCE 


New Lifeline 


Akash could 
give the 
defence 

industry a 
much-needed 
fillip 


LONG-HAUL: 

IAF has accepted Akash 
after dilly-dallying for 
two decades 


BETTER LATE THAN 
never. After nearly 
two decades in the 
making and more 
than Rs 400 crore 
investment, the anti- 
aircraft Akash 
surface-to-air missile 
looks set to yield 
some returns for 
Defence Research & 
Development Orga- 
nisation (DRDO) and 
Akash's vendors. 

The Indian Air 
Force has finally 
agreed to buy a small 
number of these 25- 
30-km range super- 
sonic missiles. 

"The initial order 
will be for 100-200 
missiles worth 


Rs 1,000 crore-2,000 
crore, says Dr Praha- 
lada, chief controller 
of DRDO, who has 
been associated with 
the project since its 
inception. 

He expects the 
eventual order to be 
worth Rs 3,000 
crore-Rs 4,000 crore. 
"That is not a bad 
return on an invest- 
ment of Rs 400 
crore,’ he says. 

It is also good news 
for the private sector 
vendors of Akash. 





Tata Power Com- 
panys Strategic Elec- 
tronics Division 
(SED), which will 
share the order for 
the launcher mecha- 
nism for the missile, 
is looking forward to 
getting rewarded for 
its 17-year effort on 
the project. 

“We'll just about 
break even on the ini- 
tial Air Force order, 
but on higher vol- 
umes, Akash will give 
us decent profit,” says 
Rahul Chowdhary, 


CEO of SED. 

The best thing 
about Akash’s even- 
tual induction by 
Indian Air Force, 
according to Chow- 
dhary, is that it will 
make way for export 
of this missile. 

“Tt is a reliable 
product and is not as 
heavily dependent on 
imported sub-sys- 
tems as many other 
indigenous items, 
which makes it very 
exportable,” he says. 

If Akash hits tar- 
gets as well for the Air 
Force as it did for 
DRDO during test- 
ing, it will give a fillip 
to the domestic 
defence industry, 
which is struggling to 
win the confidence of 
the forces. 

Feroz Ahmed 





Why investors 
find the 
privately-held 
Tata Tele’s 
stake 
attractive 





TELECOM 


A Question 
Of Valuation 





WITH THE VALUATION 
of listed telcos going 
through the roof, an 
entry into the dome- 
stic telecom market 

was getting prohibi- 


tive for both private 
equity players and 
foreign telecom ope- 
rators. So, they are 
pitching for a 10 per 
cent stake — estima- 


AMIT VERMA 


ted at $1 billion — in 
privately-owned Tata 
Teleservices (TTSL), 
which is player No. 6 
in the market. “TTSL 
is a pre-IPO candi- 
date; investors look 
for such entry points,” 
says Kunal Bajaj, 
director-India of 
BDA Connect, a tele- 
com analyst firm. 
Market analysts say 
that the biggest pri- 
vate player, Bharti 
Airtel, with more 
than 60 million cust- 
omers and a market 
cap of about $36 bil- 
lion, is expensive, 
while TTSL with just 
25 million subscrib- 
ers is privately valued 
at between $12 bill- 
ion and 15 billion. 

M. Rajendran 
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Missile woman 
In a first, the Defe- 
nce Research and 
Development Orga- 
nisation (DRDO) 
has appointed a 
woman scientist to 
head its missile 
project. Tessy Tho- 
mas, 45, will be 
the first woman to 
head the project to 
upgrade the 2000- 
km range Agni II 

. missile that can 
also carry nuclear 
warheads. Thomas 
was entrusted with 
analysing the 
earlier failure of 


Agni Ill. 


illion dollars. The projected wealth of high networth Indian households by 2017 
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IBM helped Staples create a better, more efficient online experience, which 
increased their online conversion rate by 60%. Start turning browsers into 
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ONGC has an eye on 
the future 


State-owned ONGC 
has launched India's 
first pilot plant to 
extract helium from 
natural gas at 
Kuthalam in Tamil 
Nadu. With this, 
India will be able to 
fulfil its requirement 
of helium — a critical 
gas, which finds use 
in a wide range of 
applications, such as 
in nuclear reactors, 
space fuel, satellites 
and medical devices. 
Currently, India 







E 


imports helium from 
the US. It is estimat- 
ed that in five-to-ten 
years, helium would 
become scarce in the 
world market and 
countries will be will- 
ing to pay a premium 
for the gas. 


HP's giant leap 
California-based per- 
sonal computer and 
printer maker Hew- 
lett-Packard (HP) 
has announced that 
it’s acquiring Ele- 
ctronic Data Systems 
Corporation (EDS), 


Top India deals 


BLOOMBERG 









the operator of corp- 
orate computer sys- 
tems, for $13.9 bil- 
lion. The deal, spear- 
headed by HP’s CEO 
Mark V. Hurd, will 
make the company 
the second-largest 


player in the industry 


after IBM. This is 
HP’s largest acquisi- 
tion since it snapped 
up Compaq for $20 
billion six years ago. 
Hurd intends to 
make EDS a separate 
business group that 
would remain in 


Plano, Texas. 
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2 , Provogue (India) New Vernon Private Equity, Mauritius, 18.76 
| | T. Rowe Price Threshold Partnerships, US 
Aem Acacia Venture Partners | 
S Infinity Satcom Universal Infinity Capital u$ |. 91.00 
- KLG Power | TPG Growth US 30.00 
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-. Synergy Property Blackstone Group US 18.00 
Development Services —- | 
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-. Xalted Networks Sandalwood Capital Partners India 3.00 
Figures for 12 April-10 May 2008 
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Vodafone calls 
Latin America 
Vodafone has signed 
an agreement with 
Chilean telecom- 
munications firm 
Entel PCS to intro- 
duce Vodafone prod- 
ucts and services for 
Entel PCS' customers 
in Chile. 

Through this part- 
nership, Vodafone 
will be able to 
increase its brand 
recognition and 
extend its product 
range to one of the 
most developed mar- 
kets in Latin Amer- 
ica. As per the agree- 
ment, Entel PCS will 
have access to speci- 
fic Vodafone knowl- 
edge and expertise 
and will be able to 
provide their cus- 
tomers with Voda- 
fone roaming and 
select business and 
consumer products. 


Tatas on the 
offensive 

Global defence and 
aerospace giant and 
leading Israeli com- 
pany, Israel Aero- 
space Industries 
(IAD, and Tata Adva- 
nced Systems have 
signed a framework 
agreement with the 
Tata Group to estab- 
lish a joint venture 
company which will 
develop, manufac- 
ture, market and 
support the manufac- 
ture of defence prod- 
ucts in India. The 
agreement covers a 
wide range of defence 
and aerospace prod- 
ucts, including mis- 
siles, UAVs, radars, 
electronic warfare 
systems and home 
land security systems. 


Hyatt in Hyderabad 
Grand Hyatt seems 
to be in love with 
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Hyderabad. After 
Park Hyatt Hydera- 
bad, to be opened in 
2010, the Chicago- 
based luxury hotel 
chain is all set to 
open its second hotel 
— Grand Hyatt 
Hyderabad — in the 
city. Hyatt has 
partnered with 
Hyderabad's Lanco 
Hills Technology 
Park to develop the 
400-room Grand 
Hyatt Hyderabad. 
The new hotel is 
scheduled to open 
by 2011. 








Jindal's Indonesian 
foray 

New Delhi-based sta- 
inless steel maker 
Jindal stainless has 


joined hands with 


Indonesian mining 
major Antam to join- 
tly develop a nickel 
smelting and stain- 
less steel plant. An 
investment of $700 
million will go into 
the joint venture, in 
which Jindal will 
have 45 per cent 
stake. The project 
will have a capacity 
of around 20,000 
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tonnes per annum of 
nickel and around 
250,000 tonnes of 
stainless steel. 


Intercell gets 

a shot in the arm 
Austrian vaccine 
maker Intercell has 
agreed to acquire 
US-based Iomai 
Corp. for $189 
million. The tran- 
saction will give 
Intercell access to a 
further product 
generating technolo- 
gy platform, leverag- 
ing Intercell's late 
stage product devel- 
opment and indust- 
rialisation expertise. 
The deal will create 
a leading traveller's 
vaccine portfolio 

by combining 
Intercell's Japanese 
encephalitis vaccine 
with Iomai's needle- 
free travellers' diar- 
rhoea vaccine. 


Homever 


China 


Anil's management 
mantra 

Anil Ambani is gear- 
ing up for his GSM 
launch, scheduled for 
March 2009. Relia- 
nce Communications 
(RCom) has formed a 


joint venture with 


Alcatel-Lucent for 
managed network 
services for RCom's 
CDMA and GSM 
mobile networks. The 
deal is worth $400 
million. As per the 
agreement, the man- 
agement work would 
be outsourced to the 
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KLG Power 

Henan Nanyang Tongbai 
Anpeng Trona Mine Co. 
China Communications 
Services Corp. 
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new entity, which 
will also help RCom’s 
expansion plans 
outside India and 
provide services to 
other firms across 
the world. 


Thales' defensive 
mechanism 

French defence firm 
and electronics major 
Samtel Display Sys- 
tems have formed a 


joint venture — 


Samtel Thales 
Avionics — to make 
helmet-mounted 
sight and display sys- 
tem and other avion- 
ic systems. The joint 
venture will help 
Thales meet its offset 
obligations. Under 
the offset clause of 
the Defence Procure- 
ments Policy, a for- 
eign company must 
generate 30 per cent 
of the value of prod- 
ucts in India. 
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Japan 430.00 
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Quick Take 


Should the government ban iron-ore 
exports to control steel prices? 





We asked... Naveen Munjal, Chief Executive Officer, Hero Exports; Ajay Sahai, DG, Federation of Indian Export 
Organisations; Shreedhar Gupta, Director, Abhishek Auto Industries; Saurav Adhikari, Corporate VP, Strategy, HCL Technologies; 
R. Venkatesan, Senior Fellow, National Council for Applied Economic Research; Rajeev Karwal, Founder and CEO, Milagrow; 
O.P. Sharma, CEO, All India Steel Rerollers Association; Rakesh Bindal, Chairman and Managing Director, Valley Iron and Steels; 
Yavnika Khanna, Senior Analyst, Strategy and Planning, Solutions Digitas; Amod Verma, Engineer, Qualcomm 





66 Iron ore exports should defi- 6t Such steps go against 66 We first need to ascertain 
nitely be banned considering the economic reform, globalisation, and whether we have enough reserves 
current scenario. 99 long-term economic strategy. 99 to be able to freely export. 99 
R. Venkatesan, Senior Fellow, Saurav Adhikari, Corporate VP, Ajay Sahai, DG, Federation o Indian 
NCAER Strategy, HCL Technologies Export Organisations 


YES BEGAUSE: Global steel prices have been on an unabated rise for the past few months, 
leaving the industry to deal with surging input costs and consequently diminishing margins. The 
Yes government, with the steel industry, has taken several measures to contain steel prices in the domestic 
market. One of these steps was to urge steel companies to restrain exports. Some groups within the steel 
oO lobby have also demanded that iron-ore exports be banned. Some of our respondents too believed that 

"50 / O instead of asking steel companies to restrain their exports, the government should focus on ensuring 
adequate supply of iron-ore domestically. All the major steel-based industries are bleeding due to high 
steel prices and in their interest, they believe, it makes perfect sense to ban exports for the time being. 





NO BEGAUSE: Some of our respondents were of the view that the government should act as a 
mediator for the markets and not a regulator. Blanket bans on either steel products or iron-ore go against 
N 0 the free market philosophy and compromise on the competitiveness of the local industry. Even the steel 
industry was up in arms over the issue of banning steel exports when the Steel Ministry had proposed it 
oO last month. So, asking for a ban on iron-ore exports is also not fair. Even technically, according to one of 
40 / O our respondents, it would not make sense. India primarily exports the fine variety of ore, which is 
generally not used by Indian companies. Instead, they favour the lumpy variety. So, exporting something 
that is of little use domestically should not be a cause for concern. 


MAYBE BEGAUSE: Some of our respondents felt that although steel prices are a major 


concern for the Indian industry these days and steps do need to be taken to control steel prices, banning 
M aybe either steel or iron-ore exports is not the only solution. They felt what the government has done so far, 
that is, raising export duties on steel, is a fair measure and certainly not as drastic as a ban. So, it would 
"409 make sense to ban exports only if prices were unusually high and out of control, but even then, only very 
Oo briefly. Also, the question of banning exports arises in the face of acute shortage of resources. So, it is 
for the government to assess whether India's iron-ore reserves are enough to meet the country's demand 
and then decide accordingly. 
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Your potential. Our passion." 


Microsoft: 


NAME: 


Mr. 2 million user base 
with 40096 growth potential. 


RELIANCE Money 


Anil Dhirubhai Ambani Group 


c "Our core application has handled over 2 million users, 350,000 
ansactions per day in the first year and we expect it to multiply 
En ded 4 times in the next year. SQL Server provides us with 





Microsoft’ 


SOL Server 


| cones 





Reliance Money emerged as a dominant player in the extremely 
competitive online broking and distribution space with over 20,000 
customer touch points across 4000 plus towns in India within the 
first year of launch. The manifold growth in user base meant greater 
demands on scalability and availability of the application. Microsoft 
SQL Server acts as the backbone to a decentralised architecture, 
thereby ensuring 99.998% availability and high-speed transaction 
processing leading to high customer satisfaction levels. 


To know more about Reliance Money and other case studies 
Visit: microsoft.com/india/bigdata | Email: sql in&& microsoft.com 


SMS: SQL to 5676751 | Call: 1800 102 1100 (Airtel)/1800 111 100 (BSNL/MTNL) 


SQL Server advantages 

e Trusted Platform: Secure, highly available and scalable 

e Business Insights: Reporting, Data-warehousing, OLAP and 
Data Mining included 

e Faster Time to Market: Easy to use, deploy, manage and faster to 
create applications 


© 2008 Microsoft Corporation. All rights reserved. Microsoft, "Your potential. Our Passion’ and SQL Server are the registered 
trademarks or trademarks of Microsoft Corporation n the Uried Ses deci NN 
companies or products mentioned herein may be the trademark of their respective owners. 
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A Time To 
Get Real 


by omkar goswami 


OKAY. THE CRAZY PARTY'S OVER. AFTER CLOSING 
2007-08 with GDP growth being at 8.7 per 
cent — which will be eventually upped to 9 per 
cent — India may be looking at 7.5 per cent 
growth for 2008-09, like what we achieved in 
2004-05. Manufacturing sector growth is ex- 
pected to be less that before: probably at 
around 8 per cent, instead of the 10 per cent 
plus annualised growth that we achieved for 
18 straight quarters right up to Q3 2007-08. 
WPI inflation will also be higher. My sense is 
that for an economy with woeful physical in- 
frastructure and numerous supply side con- 
straints, we are unlikely to see average annual 





The Indian 


years of feasting. To get back to what we know 
best — reducing costs, increasing productivity 
and optimising returns on capital employed; 
and to keep scanning for accretive acquisition 
opportunities while consolidating the existing 
lines of business. Corporate India realises 
these things. It also knows that the slowdown 
is nothing compared to what happened be- 
tween 1997-98 and 2001-02, when high inter- 
est rates and reduced domestic demand 
growth forced industry to painfully reinvent 
itself. Just to remind the reader: in the 36- 
month period between April 1998 and March 
2003, the growth rate of the Index of Indus- 
trial Production was above 8 per cent for just 
three months, and fell to a low of 1.6 per 
cent in May 2001. Nobody expects that to 
happen again. Hence, there is no doubt that 
India's corporate sector will tighten its belt, 
cure itself of this little hiccup and move on to 
greater things. 

The deeper worry is the awful state of the 
country's economic governance. For all the 
fanfare, Indian highways are in a mess, with a 


Mead uei ie NNNM eran rp ee 
erm. I expect it to hover at somewhere be- y 
tween 6 per cent to 6.5 per cent. has heard the the last six years. In 2007-08, the shortfall be- 
Is this a cause for gloom? I think not. At a warnin tween peak demand and supply was a stagger- 
level, barring Chi th j " S ing 16.6 t, with states like Maharasht 
macro-level, barring China, no other major ing 16.6 per cent, with states like arashtra 
economy will achieve a real GDP growth rate bells and reeling under a 26 per cent shortage. Pre- 
d = vi s per cent. n. ien; is getting an pie OR E in ports have 
still be the second fastest growing continen increased; airports are air-lanes are so con- 
sized economy of the world. It is hardly the real. The gested that we now factor in a three-hour 
" for — ee : government a cai Delhi and Mumbai, instead of 
a corporate level, too, things may be ' e usu O. 
worse that what we have seen over the last hasn t. Then there is an exchequer going out of 


three years. Instead of the top line growing at 

an average annual rate of 23 per cent — as 

1,542 listed manufacturing companies did for three years up 
to 2006-07 — we may see revenue growth coming down to 
somewhere around 17 per cent to 18 per cent. Except for some 
businesses, it is more likely that earnings will grow in line with 
revenue. Also, higher raw material and wage costs could pull 
down the average EBITDA from 16 per cent of net sales to 
more like 14 per cent. And higher interest costs and deprecia- 
tion — since many have increased capacities over the last two 
years — may bring the average PAT margin down to around 
7.5 per cent to 8.5 per cent, instead of the 9.7 per cent that we 
saw in the first half of 2007-08. 

Yes, these numbers are lower than before, but hardly any- 
thing to get apoplectic. Anywhere else in the world, CEOs 
would salivate to attain such numbers. Equally, this is a warn- 
ing bell. It tolls to tell us that good times don't last for ever; and 
countries have its cycles. It tells us to get real. To shed the extra 
flab that corporate India unwittingly accumulated during four 


control. Thanks to not decontrolling petrol 

and diesel prices when crude was at $20-$30 
per barrel, the centre is taking on huge below-the-line deficits 
with every passing day — which, if properly accounted for, will 
cross 4.5 per cent of GDP. Add to that growing deficits on ac- 
count of food and fertilisers. 

The problem is that we are in election mode — a time for 
distributing largesse and refusing to see hard realities. It is a 
time when few think of the consequences of non-governance, 
and how it can harm the future. 

Indias entrepreneurs have heard the warning bells and are 
getting real. India's governments haven't, and probably can't. 
That's the real danger to long-term growth. Because 7.5 per 
cent growth is not enough to lift India's wretched out of 
poverty in the next 15 years. We can achieve 10 per cent. If we 
weren't our own worst enemies. 





The author is chairman of CERG Advisory. 
omkar.goswami@cergindia.com 
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Small Is 


etting Big 





ANOTHER NANO: 
Bajaj’s Rs 1-lakh car 
will spark off 
competition in the 
small car segment 


The small 
car has 
captured 
the imagi- 
nation of 
Car makers 


by Vishal Krishna 


WITH BAJAJ, RENAULT AND NISSAN SIGNING A JOINT 
venture recently to manufacture a small car for 
$2,500 (Rs 1 lakh), the segment will have its 
second entrant by 2011. Although we haven't 
seen one on the roads yet, there is a lot of exu- 
berance about the small car and its market 
prospects. The segment has captured the imag- 
ination of car makers such as Toyota and Skoda. 
But what is left to be seen is at what price car 
makers would make a foray into such a proposi- 
tion. Importantly, the success of each player de- 
pends on the economies of scale that they can 
operate under. 

"We could have many manufacturers making 
the small car,” says Sachin Mathur, head of 
CRISIL Research, in Mumbai. *But the price 
point is what we have to look at. Small does not 
necessarily mean cheap.” Does that mean ex- 
pensive cars will have better safety and fuel effi- 
cient systems? Again, those who are targeting 
the cost of the car to be around Rs 1 lakh-1.30 
lakh will certainly have to manage their input 
and distribution costs efficiently to offer a car at 
that price. 

The distribution model is an important as- 


TRIBHUWAN SHARMA 


IW [7E automobiles 


pect to look into, as firms anticipate selling 
these cars in large numbers. Bajaj and Tata both 
have large distribution networks in the country 
and sources say that distribution centres will 
have small assembly units to manage costs. 
Sources also say that by doing so they can ship 
in larger numbers to the distributor. Therefore, 
economies of scale will offset the transportation 
and storage cost. 

For players such as Tata Motors and Bajaj 
Auto, who also have financing arms combined 
with wide distribution networks, the small car 
could be a success story. Analysts say that small, 
fuel-efficient vehicles are here to stay; especially 
with crude oil prices hovering above $100 per 
barrel. “One must keep in mind that when auto 
manufacturers express their intention to 
launch a small car in India, it can be a vehicle 
towards the higher end of the small car seg- 
ment,’ says Piyush Parag, analyst at Religare Se- 


_curities in Mumbai. “It isn’t necessary that they 


will compete in the domain where Tata Nano is 
positioned or where Bajaj’s car will be posi- 
tioned.” He goes on to say that the Indian auto- 
motive market's potential is huge and growing, 
given that car penetration levels in India is nine 
vehicles for every 1,000 people and given the 
growth in economy, people’s aspiration for a 
better lifestyle, and their changing tastes and 
preferences. 

Analysts also feel that safety standards will 
vary with the build of the vehicle. In India, 
where top speed ofa smaller vehicle is limited to 
140 kmph, the policies related to full frontal car 
crashes and side impacts will be softer in com- 
parison to that of developed markets. They also 
point out that pollution norms will not be an is- 
sue either as a smaller engine would mean a 
lesser polluting vehicle and most of these cars 
will comfortably get a Euro IV or Euro III 
certification. 

“One of the key challenges for this newly cre- 
ated segment will be after sales service,” says 
Yezdi Nagporewalla, national industry director 
at KPMG in Mumbai. “But it’s too early to per- 
ceive this, as the only real player we have is the 
Nano, which is yet to be rolled out.” 

Finally, just like the telecom industry 12 years 
ago, the small car segment could have many 
businesses wetting their beak in India, which is 
currently a large pond for everyone keen to be 
part of the party. Also, like the telecom industry, 
penetrating the market and addressing its 
needs will be key to capturing a large chunk of 
the business for the ambitious car manufactur- 
ers. The small car concept, it seems, is here to 
stay for quite some time. 
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An act of faith that 
touches millions of lives 


Our Corporate Social Responsibility 
empowers us to reach newer horizons 


Meaningful business has larger purpose... for us it 
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|. M8 i n means making a substantial contribution to the 
~d au. M. a e society. Our Corporate Social Responsibility initiatives 


E d are integral to the company's mission and goals. 
£z NTPC is a partner in "Powering India's Growth". More 
i than that it is a partner in making Indian Society more 
humane and just. 


* NTPC Foundation set up for addressing Social 
Development issues at national level. 


* |nitiatives in education and healthcare. 


Job-oriented Training Programs for villagers in the 
vicinity of NTPC projects. 


* Relief measures during natural disasters. 


Distributed Generation Projects in remotely 
situated villages. 

NTPC is a Member of Global Compact, 

a UN initiative for CSR. 


NTPC Limited 


(A Govt of India Enterprise) 
Powering India's Growth 








Speedbreakers 


A new 
patent bill 
draws 
sharp 
criticism 
from NGOs 


Ahead 


by Gauri Kamath 


IN THE COMING WEEKS, GROUPS WORKING IN THE 
area of public health are expected to voice their 
concerns on a proposed US-style Indian law be- 
ing piloted by India's Ministry of Science and 
Technology. The Public-Funded R&D (Protec- 
tion, Utilisation, and Regulation of Intellectual 
Property) Bill seeks to use patenting as a tool to 
encourage the use of taxpayer-funded research 
for the larger good but has been panned for 
potentially achieving just the opposite in the 
area of medical research and health. 

"This Bill can make a few people very rich," 
says Leena Menghaney, an access-to-medicines 
campaigner at Geneva's Médecins Sans Fron- 
tiéres New Delhi office, which has in the recent 


Bi pharmaceuticals 


past called for alternatives to patents for incen- 
tivising innovation. "It will create more patent 
monopolies and not the incentives that you 
need for innovation on neglected disease that 
India desperately needs.” Menghaney fears that 
the law will only divert public resources to- 
wards areas that maximise profit for scientists 
and the companies to whom they license out 
patents. "The legislation will simply facilitate 
private property with public funds," agrees 
K.M. Gopakumar of Centad who plans to write 
to the ministry, and rally other concerned indi- 
viduals and groups. "There can be many incen- 
tives other than patents to promote creativity 
and innovation, which includes open source, 
prizes, tax exemption, and network research.” 

The Bill is modelled on America's Bayh-Dole 
Act enacted in 1980 to encourage universities to 
licence out patents generated from govern- 
ment-funded research to industry for commer- 
cialisation. An earlier BW article (‘Patently not 
Obvious’, BW, 4 April 2008) had quoted K.K. 
Tripathi, advisor to the department of biotech- 
nology in the Ministry as saying that the Indian 
law's purpose “is to get (government-funded) 
research commercialised for public use and for 
the benefit of society”. 
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But the Bayh-Dole Act has attracted criticism 
in its own country where universities are be- 
hind several blockbuster drugs and diagnostics 
owned by the biopharmaceutical industry. 
"Public funds go to universities so that they can 
conduct research on potential new medicines; 
says Amy Kapczynski, assistant professor of law 
at the University of California in Berkeley. “The 
university then turns the results over to private 
companies, typically under an exclusive licence 
that has no safeguards to guarantee that people 
in the US or elsewhere can access the resulting 
medicine for a reasonable price.” 

While the US law does give the government 
‘march-in’ rights in certain situations, “it has 
basically been a paper tiger, largely because the 
language is vague, the bar appears to be quite 
high, and it wasn't really thought through’, says 
Bhaven Sampat, assistant professor at New 
York’s Columbia University who has studied the 
Bayh-Dole’s impact in great detail and is prepa- 
ring a white paper on the Indian Bill. “If India 
does pass such legislation it should be very 
explicit about conditions under which the 
government can march-in to compel broader li- 
censure and wherein the government march-in 
rights reside.” But both Menghaney and Gopa- 
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kumar say the Indian law has no specific safe- 
guards and relies entirely on 'compulsory licen- 
sing provisions of the Indian Patents Act (ad- 
ministered by the commerce ministry through 
patent offices). *It is the responsibility of this 
new law to ensure that licences will not block 
access to developing countries while they are 
being handed out,” says Menghaney. “But it puts 
the onus of preventing patent monopolies en- 
tirely on the patent offices.” 
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Health groups fear 
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Lealth 
Its In 


Your Genes 


Findings of 
a new study 
may lead 

to better 
treatment of 
obesity 


BITTER-SWEET 
According to World 
Health Organization 
figures, more than 
32 million Indians 
suffer from diabetes 





by Noemie Bisserbe 
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t attic of the belge. 
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IF YOU FEEL 


INDIANS HAVE A TENDENCY TO 
acquire that extra bit of flab around the waist, 
youre not alone. Now a scientific study has con- 
firmed it, and here goes the verdict: Blame it on 
the genes! The gene sequence may have been 
identified, but an effective curative mechanism 
could still be a decade away. Yet, the new study 
is a shot in the arm for efforts to counter obesity 
and its dangerous corollaries such as cardiovas- 
cular diseases, diabetes, even bone problems. 
The study, conducted by scientists from the 
UK, the US and France, has found that the ‘fat’ 
gene sequence was three times more common 
in UK citizens of Indian origin than in those of 
European origin. The research was carried out 
as part of the London Life Sciences Population 
study of environmental and genetic causes of 
cardiovascular disease, diabetes and obesity in 
30,000 UK citizens of Indian Asian and Euro- 
pean origin. Scientists at the Imperial College 
London, the University of Michigan in the US 
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and Frances Pasteur Institute looked at the as- 
sociation between unique genetic markers and 
physical traits linked with obesity. 

“We've found an association of a genetic vari- 
ant near MC4R to be linked with insulin resist- 
ance, as well as waist circumference and 
weight," Jaspal Kooner, the paper's senior au- 
thor from the National Heart and Lung Instit- 
ute at Imperial College London, wrote in an 
email response to BW. *Insulin resistance is a 
precursor to diabetes and a major risk factor for 
cardiovascular disease. This is the second com- 
mon genetic variant to be associated with obes- 
ity and the first in Indian Asians.” MC4R is a hu- 
man gene and defects in it can cause obesity. 

According to Dr. Anoop Misra, director ofthe 
department of diabetes and metabolic diseases 
at New Delhi-based Fortis Hospital, the results 
ofthis study are significant and may show some 
light for discovery of new drugs. *There is today 
no clear-cut drug to treat obesity and existing 
treatments have significant side effects," he 
says. "Surgery is effective but very invasive.” 

Scientists may be able to use the gene seque- 
nce as a target to make new drugs. *However, 
new drug development is a long and risky pro- 
cess that can take 10-15 years," says Somesh 
Sharma, chief scientific officer of Mumbai-ba- 
sed Nicholas Piramal India. “While many genes 
have been discovered, translating this discovery 
into a meaningful treatment is another thing.” 

With these findings. gene therapy may even 
help prevent obesity for future generations. *By 
locking this gene, one could theoretically pre- 
vent patients from passing it on to their chil- 
dren,’ says Dr. M.G. Bhat, consultant for gas- 
troentology and laparoscopy at Bangalore's 
Wockhardt Hospital. “Gene therapy may be the 
future." However, we still know very little on 
how gene therapy can help treat obesity as most 
clinical studies initiated are targeted at cancer. 

According to K.V. Subramaniam, president 
and CEO of Reliance Life Sciences, the possibil- 
ity of replacing the polymorphisms that in- 
crease the risk to developing obesity is still a 
dream. "Gene therapy is in its nascent stage in 
human obesity treatment,” he says. 

There are few statistics available on the inci- 
dence of diabetes and cardiovascular diseases in 
India. According to the World Health Organi- 
zation, 32 million Indians suffered from dia- 
betes in 2000, and this figure is expected to 
touch 79 million by 2030. The prevalence of 
type-II diabetes has more than doubled in In- 
dia's urban areas in the past 20 years and the 
prevalence of hypertension increased from 1- 
per cent in 1950 to 10-30 per cent in 2000. 
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In The News 


: IPL's New 








IPL is pro- 
ving to be a 
long-term 
money- 
spinner 

for SET 


BANG ON: 

Kunal Dasgupta's 
bet on IPL seems to 
have worked 





media 


Winner 


by Gurbir Singh 


THE INDIAN PREMIER LEAGUE (IPL) AND ITS 
promoter, the Board of Control for Cricket in 
India (BCCI), have been in the news in every 
which way. As entertainment, IPL has more 
than performed, dishing up a heady concoction 
of Bollywood celebrities, racy cricket and 
bouncy cheer girls. 

For BCCI, it has been big bucks, too, with IPL 
Chairman Lalit Modi inking a 10-year, $1.03- 
billion (Rs 4,120-crore) deal for the Twenty20 
tournament with World Sports Group and Sony 
Entertainment Television (SET). Along the way, 
BCCI has worsted challenger Subhash Chan- 
dra's Indian Cricket League (ICL) in both glam- 
our and popularity. 

In these skirmishes, the late winner — SET — 
has escaped notice. In recent months, SET has 
been in desperate straits. The network had bet- 
ted heavily on ICC World Cup cricket, buying 
the 2000-07 telecast rights for $250 million. 
However, after India's early exit last year from 
the World Cup, advertisers withdrew and the 
network was left holding a loss of Rs 200 crore. 


TRIBHUWAN SHARMA 


These reverses have obviously hit the comp- 
any's value. In mid-2000 in better times, Ca- 
pital Japan bought a 5 per cent stake in SET for 
$125 million — thereby giving the broadcaster a 
valuation of $2.5 billion. In recent deal-making, 
the Canada-based B.K. Modi has pitched for a 
32 per cent stake belonging to a consortium of 
Indian owners for $320 million. The new, 
eroded value ofthe company, thus, is $1 billion. 

Despite last year's disastrous cricket experi- 
ence, SET's indomitable CEO Kunal Dasgupta 
went the whole hog for the IPL Twenty20 tele- 
cast rights, committing nearly $60 million each 
season over five years. "This is Kunal's last 
stand,” said an executive of a rival channel. Well, 
from the initial viewership data coming in for 
the 44-day, 59-match tournament, Dasgupta's 
‘last stand’ has been a runaway success. “Cricket 
always sells,” said Dasgupta in an earlier inter- 
view. "The audiences may wander away for a 
while, but they always come back.” 

Though Sony insiders are unwilling to hazard 
a guess on future earnings, media analysts agree 
IPL will be a long-term money-earner for Sony. 
Says Peter Mukerjea, chairman of INX Media, 
*With IPL likely to grow with each season, Sony 
will up the ante for ad rates and turn the event 
into a cash cow in coming years." 

On the other hand, with media plans of a 
large number of advertisers veering towards 
Twenty20 format cricket, it is BCCI's regular 
tests and 50-over ODIs that will take a hit on 
audiences and airtime sales. When Harish 
Thawani's Nimbus Sports had bought BCCI’s 
five-year telecast rights till 2010 for $612 
million (Rs 2,700 crore), the Twenty20 format 
game had not emerged. IPL and Sony's gain 
could, therefore, be regular cricket and Nimbus 
Sports’ loss. 

IPL has settled another contentious issue for 
Sony. The board led by majority partner Sony 
Pictures Entertainment (SPE) made a capital 
call to its shareholders for infusing an addi- 
tional $4.0 million. This was resisted by the mi- 
nority Indian NRI partners including Jackie 
Shroff, Raman Maroo and others who collec- 
tively hold 32 per cent. The matter has been in 
court and one of the issues raised by the minor- 
ity group was that they were not consulted for 
the price paid for IPL rights. 

Meanwhile, B.K. Modi has bought out the 
minority stakeholders at what seems like a rea- 
sonable $320 million. 

Media pundits are now wondering if BCCTs 
vice-president Lalit Modi, who is a nephew of 
B.K. Modi, helped the deal to keep the IPL- 
Sony partnership going. 
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A BWI SPECIAL PRESENTATION 


Globalisation and networked 


economy - a virtuous cycle 


Wim Elfrink, chief elobalisation officer 
` - e ale 


and executive vice-president, 





Customer Adi IOCACY, Cisco Systems 


NAYAN CHANDA, IN HIS RECENT BOOK 
Bound Together: How Traders, Preachers, 
Adventurers, and Warriors Shaped Globalisation 
asserts that while the word globalisation is of 
recent origin, the process of growing interconnec- 
tedness built on trade, travel, cultural diffusion, 
and conquests harks back to the beginning of 
history. All that is new is the ease and speed of the 
connections that drive economic evolution. 

An analysis of technological diffusion in the 
developing world, as per the World Bank's report 
Global Economic Prospects 2008, shows that 
technology is spreading to emerging markets faster 
than it has ever done anywhere. The middle-class 
sectors in the emerging markets are growing 
quickly, indicative of stable societies, increased 
focus on education, and better standards of living. 
According to the Economist Intelligence Unit, this 
is the first time in modern history that the gross 
domestic product (GDP) of emerging economies 
exceeds that of developed economies, such as the 
United States, Japan, and Germany. This means 
that the rich nations no longer dominate global 
production, representing the biggest shift in 
economic strength since the rise of the United 
States over 100 years ago. 

Countries recognise the strong correlation 
between technology and globa! competitiveness. 
According to The Global Information Technology 
Report from the World Economic Forum, there is 
an 89 per cent correlation between a country's 
Information and Communications Technology (ICT) 
usage and its global competitiveness. Technology 
of this nature could well account for a sizeable 
portion of the productivity growth in modern 
economies. As per a recent report from global 
research firm IDC, IT spending in India is set to 
grow the fastest in the world in 2008. And as the 


information & communications technology market - 
in Asia-Pacific reaches US$ 154 billion in 2008, IDC | 


further says that India and China will contribute 
half the total IT spend by next year. Thus, over the 
next three years, the Indian market will nearly triple 
in size, becoming a US$ 71 billion market by 2012. 

Today, large parts of the world are undergoing 
a substantive phase of transformation as they grow 
their economies, improve government efficiency 
through increased productivity and connectivity, 
augment interactions across borders, and educate 
their populations. While the computing revolution 
helped digitise information enabling it to be easily 
managed, the wireless-communications revolution 
today is allowing digital information to be made 
available anywhere and anytime. The inter- 
section of globalisation and technology is driving 
innovation across the world; a good example 
of such innovation being the cell phone, having 
evolved from a simple phone into a wallet, 
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entertainment gadget, health monitor and 
navigation device. 

Countries like India and China are undergoing 
a transition from measured growth and limited 
connectivity to hyper-growth often leapfrogging 
technology to surpass even the developed world. 
With about eight million new cell phone 
connections being added each month, India has 
been able to skip fixed-line technology and move 
straight to mobile technology. 

Each era of technological advancement since 
the Industrial Revolution - from steam engines and 
railways to steel and electricity, and oil and auto- 
mobiles - has enabled businesses to expand their 
commerce and production globally. Today's innova- 
tors, however, are using ICT to completely rethink 
how they use information, and they are designing 
new business models and new capabilities that 
integrate dispersed partners and coworkers who 
network closely with each other daily. 

. As the information technology revolution 
sweeps through the emerging economies, driven 
by globalisation, it is spurring innovation and 
allowing the creation of unexpected and disruptive 
business models. Indeed, the network has emerged 
as the fourth utility allowing economies to be 
connected beyond roads, ports and airports. Given 
that most of the emerging economies do not 
currently have extensive telecommunications infra- 
structures, the network gives them an opportunity 
to technologically leapfrog other countries and 
become more competitive in the global economy. 
Emerging countries are further inspired to invest in 
infrastructure as many face growing numbers of 
young people entering the workforce. Without 
comparable economic opportunities, the potential 
of this generation could be lost to these nations. 

To serve such dynamic and rapidly developing 
markets companies should take a holistic approach 
through solutions for the governments, service 
providers, enterprises of all sizes and individuals. 
In any given economy, these four stakeholders 
interact regularly, thus exerting critical influence 
on each other Though each group has unique 
needs, each must be assigned equal weight and 
approached with the others in mind. 

The common holistic framework for addressing 
these sectors-the unifying force for change-is the 
IP network. The network platform equalises all 
countries and has the potential to give emerging 
countries a huge advantage. 

As globalisation continues to evolve economies 
through technological transformation, the Internet 
is likely to change the way the world works, lives, 
plays, and learns. We believe that one day everyone 
and everything will be connected and the network 
will empower nations by driving innovation and 
creating enormous opportunities for all. 
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From steering girls to school to fighting 





b» r India Inc.'s drive to be responsible 


is catching on. But is it doing enough? 


VERY YEAR, THE 100-YEAR 
old -Tata Steel trains 
| batches of 10-15 unskilled 
|! women to operate cranes, 
earth movers and blast 
furnaces at its Jamshed- 
| pur plant. Eschewing 
cleaning, sweeping and 
odd jobs, the women, 
: called tejaswinis by the 
company, move on to rub shoulders with men as 
mechanics, welders and operators of heavy ma- 
chinery—and a new life. The Infosys Founda- 
tion is tracing and helping revive the dying 
forms of art from different parts of India. The 
effort has given a fresh lease oflife to the hapless 
weavers of Pochampalli village in Andhra 
Pradesh, the rapidly-fading writers, painters, 
poets and musicians in rural Karnataka. ITC's 
hotels recruit school-dropouts, source masalas 
from the disabled and procure fruit and vegeta- 






























— bles from vulnerable, marginal farmers. 


So corporate social responsibility has caught 
. on. In their quest to do — and be seen as doing — 
good, Indian companies are groping in varied di- 
rections. Caught in cancer hospitals, vocational 


_ schools and carbon footprints, most are floun- 


dering, yet to fully grasp the concept. "Though 
most Indian companies want to be socially re- 
sponsible, hardly any understand what that en- 
tails,” says Professor at Jawaharlal Nehru Univer- 
sitys School of Social Sciences, Dipankar Gupta. 
Few, such as cigarette maker ITC, are going 
about their corporate socially responsibility 
(CSR) the way companies ought to. They are 
doing it right by mainstreaming social respon- 
sibility in to every business decision, even ex- 
tending it to their supply chains. Doing good, to 
them, is the way of earning, not spending. Ki- 
netic, for instance, is manufacturing two- 
wheelers for the differently-abled. ITC's diver- 


sification into non-tobacco businesses and, 
amongst other things, its tweaked hiring and 
sourcing policies are inspiring examples. Bene- 
fit to society is the intended byproduct of ITC's 
business of running hotels, just as the injurious 
outcomes of its cigarette sales are a byproduct 
of the rest of its business. So that the benefits 
outweigh the harmful consequences, it is pro- 
gressively expanding its non-tobacco portfolio. 
Then, there are companies that have taken 
CSR to be making up for or undoing the harm to 
the ecosystem from their pollution-spewing 
factories or mining of the earth. CSR to them is 
limited to treating effluent and rehabilitating 
tribals dislocated to make way for industrial 
plants. In no way dispensable, these pursuits 
alone does not make them socially responsible. 


ome companies pursuing CSR are do- 
ing it in isolated, localised islands 
within their businesses. The efforts of 
CSR departments or foundations of 
: these companies are no less worthy, 
but do not amount to enlightened CSR. Ficci's 
Secretary General, Amit Mitra, says, “Corpo- 
rates in India are moving from phi- 
lanthropy to project-based CSR.” 
They are yet to understand that what 
they are doing—more commendable 
than not doing anything at all, as it 
may be—is not CSR. The vast major- 
ity of the Indian corporate sector is 
barely writing cheques to NGOs or 
charitable institutions. "Despite their 
vast resources and reach, companies 
aren't even doing the bare minimum," 
says NGO War Widow's Chairperson 
Mohini V. Giri. 

The compulsions vary. Key pay- 
backs include goodwill, which easily 
translates into buoyed sales and prof- 
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CSR Hina ts SEDE. 








FATHER FIGURE: 

Tata Group's founder 
J.N. Tata also founded 
India's CSR. He led the 
way by imbibing the 
CSR spirit in the group 


LEADING LADY: 
Founder of Self 
Employed Women's 
Association of India lla 
Bhatt's grass-roots work 
has empowered women 





DOCTOR'S PROPHECY: 
Prime Minister 
Manmohan Singh 
defined CSR in the 
current context with his 
Ten-Point Social Charter 
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its. Genuine altruism is another driver. As is the 
heightened susceptibility to ever increasing, all- 
the-more assertive activists, public scrutiny and 
global standards for safety and ethics. Acknowl- 
edging the harm caused in manufacturing 
chemicals, pharmaceutical company Jubilant 
Organosys, for instance, declared, *There are 
stakeholders who can voice their concerns to- 
day. Another category of stakeholders, whose 
voices we cannot hear but who are affected by 
anthropogenic impacts of global population is 
flora, fauna and the environment,” in its 2007 
corporate sustainability report. "The future 
generation will be impacted by our activities..." 
Jubilant Organosys actively works to minimise 
the damage it causes. It is one ofthe only six In- 
dian companies that publish a Corporate Sus- 
tainability Report. 


ince the Indian companies' practice of 
CSR is still nascent, BW and Ficci got 
together in 1999 to institute a CSR 
award in recognition of stellar work 
and to commend the spirit of using 
corporate resources, core competencies and 
funds for the benefit of people and the environ- 
ment. Every year, we award companies, the con- 
tributions of which go beyond creating eco- 
nomic value. The selection process weighs for 
each applicant, this contribution against the 
damage to the ecosystem by its products and 
processes. This year's winner is the Mahindra 
group for its worthy targets of lending a helping 
hand to the state of Rajasthan in educating 
girls, and vocationally training youngsters from 
the weaker sections. NTPC follows. The six- 
member jury chose Apollo Tyres—BW’s 
favourite among the 33 contestants—for a spe- 
cial mention for its AIDS programmes around 
truckers that it is now proffering to its country- 
wide network of dealers. 

Evidence for only few companies going about 
CSR in an enlightened manner is available. A 
survey of 536 companies by Partners in Change, 
an agency set up by the NGO ActionAid, found 
the proportion engaged in CSR jumped from 69 
per cent in 2000 to 86 per cent three years later. 
However, regardless ofthe bouquets-in-waiting 
and the even-more-eager brickbacks, even as 
late as in 2006, donations emerged as the main 
technique of CSR in the survey, with barely 18 
per cent organisations writing cheques for more 
than Rs 10 lakh a year. Over a third ofthe com- 
panies surveyed, confessed their endeavours 
had little sucess currently. A CSR rating of the 
500 largest Indian companies released last 
month by Karmayog, a website focused on so- 
cial issues, concluded, “The results are disap- 
pointing." The report estimates the overall CSR 





spend by these companies for FY07 at barely 
Rs 2,000 crore. "Very few companies are using 
their core competence to benefit the commu- 
nity—most are only making token ad hoc dona- 
tions to charitable trusts or NGOs,’ it says. 

So it was not surprising when Prime Minister 
Manmohan Singh issued a ten-point Social 
Charter for the corporate sector last May, “In a 
modern society, business must realize its social 
responsibility....The time has come to ask what 
can we give back to India.” Complimenting 
credible CSR work, Singh appealed to compa- 
nies to engage extensively in activities that ben- 
efit society. He demanded current efforts to 
make the youth employable be multiplied by 
1000. "Corporates can play a supportive role 
with more efficient government delivering sys- 
tems to the millions anxious to move out of 
poverty,’ concurs Mitra. 

A seminal 2006 article in the Harvard Busi- 
ness Review outlined four justifications for 
CSR: moral obligation, sustainability, license- 
to-operate and the quest for enhanced reputa- 
tion. The survey by Partners In Change, how- 


PRIME MINISTER MANMOHAN SiNGH'S 
Ten-Point Social Charter For Companies 
© Invest in worker welfare and health, their 


children's education. Give pension and 
provident fund benefits 







6 Factor in community needs around operations; 
don't define CSR by tax planning alone 


6 Pro-actively employ the less privileged at all 
levels. Deliver credible results at an early 
date. Make work places conducive to the 
employment of physically less-abled 


O Resist excessive remuneration to promoters 
and senior executives and discourage 
conspicuous consumption 


© Invest in skill-building and education to make 
the youth employable. Current efforts need to 
be multiplied a thousand times and companies 
need to allocate resources for this vital work 


Q Desist from non-competitive and restrain 
cartel-type behaviour 


















© Invest in environment-friendly technologies, 
conserve national resources and ecology, and 
avoid wasteful consumption 


© Promote enterprise and innovation within 
firms and outside 


O Develop Codes of Conduct for business 
practices and for fighting corruption 


9 Promote socially relevant messages and 
causes in the media 
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ever, found philanthropy, reputa- 
tion and market positioning to be 
the prime drivers in India. The 
Karamyog rating too found over- 
whelming use of CSR as a market- 
ing tool with campaigns promising 
donations of token sums on pur- 
chases by consumers. Unless it gets 
its act together, India Inc. could 
well find state impositions on, 
amongst other imperatives, job 
reservations for the underprivi- 
leged—as the British 2006 Compa- 
nies Act mandates public compa- 
nies to report on social matters. 
ompanies can start by M NE 
keeping their backyards 
clean. Regulated working 
hours, wages affording decent living 
standards and provisions for contrac- 
tual and casual labour as per the law are key. 
Helmets, gloves and other safety gear in health 
risk-ridden working conditions are fundamen- 
tal. "Writing big cheques is no use if the com- 
pany is abusing its workers,” laments partner at 
consultancy Grand Thornton India, Anil Roy. 
Few companies have whistle blower policies, 
hotlines, emails, drop boxes for complaints. De- 
spite the PM's call for affirmative action, private 
companies do not even maintain the number of 
SC/STs on their rolls. Shakti Masala stands out 
for its workforce comprising only disabled and 
women. The mantra of recycle, reuse and re- 
duce too is a good place to start by making office 
and plant buildings green, encouraging car 
pools for employees, using video-conferencing 
to cut down on travel and paper conservation. 
Don't—and if you must, opt for double side— 
printing. Bringing supply chain and contractors 
into the fold of the company's CSR helps. 
Decades ago merchant and business families, 
especially the religiously oriented, such as the 
Birlas and Bajajs imbibed philanthropy into the 
corporate culture. They ran charitable schools 
and hospitals. The Tatas, led by the group's 
founder Jamsetji N. Tata, mainstreamed corpo- 
rate citizenship and had the Tata index for sus- 
tainable human development. Jamshedpur or 
Tatanagar, as it is called, is the birthplace of not 
just Tata Steel but also mainstream CSR. Today, 
nimbler CEOs and promoters assess the conse- 
quences of their decisions and actions on vari- 
ous stakeholders. The ultimate goal, as in Tata 
Steel's tag line, “We also make steel,” could be to 
make CSR the core of business. And products 
and profits, the side-effects. 
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members 


AND THE AWARD GOES TO... 





. ABID HUSSAIN, FORMER AMBASSADOR TO THE US, CHAIRED THE SIX-MEMBER 


jury adjudicating the BW-Ficci-SEDF CSR Award for 2007. The jury 


met the six short-listed companies — ONGC, NTPC, Tata Tea, 
Mahindra & Mahindra, Apollo Tyres and MSPL — on April 11 in 


Delhi. It comprised War Widows Association's Chairperson V. Mohini 
Giri; Chairperson of the National Commission for Women Girija Vyas; 
Professor at the Jawaharlal Nehru University Dipankar Gupta; former 
Supreme Court Justice Leela Seth; and Senior Visiting Fellow at The 
Energy and Resources Institute Marc Runacres. 

The eventual winner, auto major Mahindra & Mahindra (M&M), 
drew praise for its work with girls right through the marathon four- 
hour deliberations. After hearing the representatives of the compa- 
nies, Giri and Vyas agreed that Tata Tea and M&M were the best. 
Neither was fully satisfied with Apollo's HIV project. "It's a one- 
point and a largely awareness-led programme rather than a treat- 
ment one," said Vyas. Runacres wanted the jury to decide whether it 
should see Tata Tea in the light of the parent group being CSR- 
driven, or only consider the applicant's effort. He was impressed 
with Tata Tea's transfer of ownership to its plantation workers. And 
yet, he also pointed out, “If the broad Tata context is not considered, 
then in isolation Tata Tea is the clear winner." Seth concurred with 
the on-the-field evaluators' assessment on M&M being the winner. 

Gupta, on the other hand, liked that Apollo had singled out the 
cause of AIDS. "The link between tyre production and AIDS doesn't 
come naturally but the company has found an imaginative way of do- 
ing its CSR." Apollo's work on less environment-unfriendly sponge 
tyres also impressed him. "As the jury, we should broadcast to the 
corporate sector what CSR is by choosing the winner in line with its 


definition," Gupta said. At this point, the jury chairman declared 


Apollo deserved a special mention. Gupta again emphasised 
Apollo's moving of its efforts outwards by bringing dealers into the 
AIDS project's fold, but Hussain assured him the point would be 
kept in mind next year and called for M&M to be No. 1. Everyone 
agreed. That settled, the jury moved towards a consensus that one of 
NTPC and ONGC be second with a special mention of Apollo. Giri 
declared her preference for ONGC and Vyas for NTPC — Hussain 
even joked about flipping a coin — but the rest of the members con- 
curred that the oil company needs to target its community initiatives 
better. Giri gave in and the jury delivered the unanimous verdict. 


26 MAY 2008 3 3 BUSINESSWORLD 


TRIBHUWAN SHARMA 





The awards 
went 
through a 
three-step 
selection 
process 








THE BUSINESSWORLD-FICCI-SEDF CORPORATE 
social Responsibility Award 2007 is an attempt 
to recognise the efforts of companies that en- 
gage in CSR activities in a strategic and 
systematic way, and have integrated it with 
their overall corporate strategy. The award, in- 
stituted in 1999, also recognises companies that 
have gone beyond charity to successfully inte- 
grate social, environmental and ethical con- 
cerns into their business processes. 

Any company registered in India was eligible 
to apply for this award. However, branch offices 
of foreign companies or government depart- 
ments and NGOs were not. Firms with annual 
turnover of up to Rs 200 crore were included in 
Category 1 and those with Rs 200 crore-plus 
were included in Category 2. Thirty-three com- 
panies, including Coca-Cola, Reliance Energy, 
Hindustan Unilever Limited and Bharti Airtel, 
applied for the award this year. However, only 
two of the entries fell in Category 1, and it was 
decided to award entries in Category 2. 

The stages and methods of evaluation of the 
award process can be divided into three steps: 


STEP | 

Companies that applied for this award filled up 
an application form that contained questions 
on various aspects of CSR. These application 
forms were submitted along with supporting 
documents such as annual reports, sustainabil- 
ity reports, project reports and other literature 
highlighting the company’s work on CSR. 


e 535) HEIE methodology 


The application forms and other documents 
were reviewed by Grant Thornton India. The 
two major parameters for assessment were In- 
stitutionalisation of CSR and Community De- 
velopment. Points were assigned to each indica- 
tor on a scale of 4 to 1. Specific questions on 
each of the parameters were asked in the appli- 
cation forms, and on the basis of information 
provided by the companies, a rating was as- 
signed on each parameter. 

Companies that had prepared sustainability 
reports using recognised international stan- 
dards, such as the Global Reporting Initiative, 
were given a higher rating than those who were 
reporting their CSR activities only in the annual 
report, community development brochure, etc. 

A company that was doing exceptionally well 
in one aspect of CSR but was lagging behind in 
some other areas would not make it to the next 
level as scoring was done on various parame- 
ters, and the companies were short-listed on the 
basis of highest aggregate score. 


STEP II 
The names of the short-listed companies were 
then provided to FICCI and Business & Com- 
munity Foundation (BCF) for conducting field 
visits to verify the information provided in the 
application forms. 

The main objective of the field visit was to get 
a first hand look at ground realities, the 
processes and systems in place, and the kind of 
impact the company and the project was having 
on stakeholders. There was no defined scope for 
the field assessment as it depended on the ac- 
tual findings. On an average, the field visits took 
two days per company. 


STEP III 

Finally, the findings of the desktop review and 
the on-site verification were used to shortlist 
the top six from the 33 applicants — Apollo 
Tyres, Mahindra & Mahindra (M&M), MSPL, 
NTPC, ONGC and Tata Tea. The findings on the 
six shortlisted companies were presented to the 
panel of Jury, comprising of eminent 
personalities from diverse disciplines: Abid 
Hussain, former ambassador to the US; 
Dipankar Gupta, professor of sociology at 
Delhis Jawaharlal Nehru University; Leela 
Seth, former Supreme Court Justice; V. Mohini 
Giri, chairperson of Guild of Service, an NGO; 
Girija Vyas, chairperson, National Commission 
for Women; and Marc Runacres, senior visiting 
fellow, Teri. The jury then made the final selec- 
tion after a brief presentation by the short- 
listed companies. The jury declared M&M the 
winner, NTPC second best and accorded a 
special mention to Apollo Tyres. 
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» for CSR Partnership, contact: World Vision India 16, VOC Main Road, Kodambakkam, Chennai-600 024; www.worldvision.in/corp 
N henna: mr D.VIJAYKUMAR, +91 98408 32237; email: vijayakumar_d@wvi.org Mumbai: Mr. FRANCIS DIAS, +91 98202 90167; email: francis_dias@wvi.org 


Working in over 98 nations, World Vision is one of the World's largest privately funded voluntary agencies. It maintains consultative status with 
UN-ESCOS and official relations with key UN agencies including UNICEF, WHO, UNHCR and ILO. In India with over 50 years of dedicated 
service, World Vision India has aimed to ameliorate the lives of the poor. It resolves to serve all people regardless of religion, caste, race, 
ethnicity or gender and provides a life filled with dignity, justice, peace and hope for every girl and boy. ! 
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GOING HYBRID; 
Mahindra group wifi 
launch aefiild hybrid 3 
quo Ra 


ow. » it DR «aS 
. year. The full hybrid — 


) 
u 
| 


AE this February, Mumbai-based 
je — new name - The Green Warrior. 
M il e S S |The astute industralist also 
asked M&M to launch a fresh Green Revolution 
CTO Arun Jaura. The company, which says it 
mild hybrid vehicles later this year. The com- 
fuel cost-efficient, says Jaura. 
gration of social responsibility into business. 
sponsibility. The company has given a whole 
friends were just not impressed when his em- 
ployee in the Mahindra group chooses a social 
him. He began to help the underprivileged in 
Bhatia, who work at the Mahindra office in 
uniforms to ‘adopted’ government schools, I 
registered in 1956, which works to transform 
bursed about Rs 20 crore in the form of grants, 


HE HEE mahindra & mahind 

auto major Mahindra & Mahin- 
dra s (M&M) managing direc- 
to proactively take forward the sustainability of 
business. Every B5 and BIO variant of its flag- 
has the largest green footprint in terms of envi- 
ronment-friendly offerings in the South Asian 
mercialisation of the full hybrid version will 
take two more years. Depending on the configu- 
An auto-maker pursuing green products that 
pollute less and reduce our dependence on hy- 
And yet, it not the only way in which M&M, 
winner of the BW Ficci-SEDF CSR Award 
new meaning to ESOPs. Ask Rajinder Pant, a 
tractor assembly deputy manager at the com- 
ployer issued him an ESOP. That's because at 
M&M ESOPs denote employee ‘social’, not 
cause, and then dedicates a certain number of 
man hours to help the needy,” says Pant, who is 
the region to access health care within days of 

receiving his ESOP. 
Mumbai dedicate their Sundays to social work. 
“I enjoy working with rural children,” says Das. 
take time off tutoring students.” These, and 
other CSR programmes of M&M are driven by 
the lives of Indians across age groups and eco- 
nomic levels through education. A registered 
scholarships and loans to over 50,000 deserv- 
ing and needy beneficiaries. 


Th T THE AUTO EXPO 2008 IN DELHI 
e Green 

tor Anand Mahindra gave it a 

by Vishal Krishna ship SUV Scorpio is biofuels compatible, says 

auto market, will hit the showrooms with its 

ration, our hybrids will be 8-30 per cent more 

drocarbons is an inspiring example of the inte- 

2007, is mainstreaming its corporate social re- 

pany's Rudrapur plant in Uttarakhand, whose 

‘stock’ options. “Through ESOPs, every em- 

thrilled with the responsibility conferred upon 

Pant has company. Krishna Das and Norah 

“Since the Mahindra group provides books and 

The KC Mahindra Education Trust (KCMET), 

public charitable trust, KCMET has so far dis- 

“M&M has always believed that the route to 





SANJAY SAKARIA 


26 MAY 2008 38 BUSINESSWORLD 


*. Mahindra and Mal 


address India's social challenges is through edu- 


cation," says Shee tal Mehta, chief of CSR at 








E Mahindra and executive director 
-— ofKCMET. "The focus of our CSR has, there- 
fore, been on appropriate education, vocational 
education and livelihood training, with an em- 
phasis on m the girl child” 






M&M' s Project N anhi Kali supports the educa- 
tion of girls im the oorest and most remote 
parts of the country, including tribal belts in 
Rajasthan, Madhya Pradesh, Chhattisgarh and 
Andhra Pradesh. The group plans to reach out 
to over 6,000 Nanhi Kali schools, which would 
benefit girls from Class I to X. The effort has 
supported over 38,000 disadvantaged girls 
since 1996. The trust works with 25 NGOs, who 


^. make up its grassroots implementation part- 


ners. The Naandi Foundation, a reputed not- 
for-profit organisation, jointly manages Nanhi 
Kali with KCMET. Support is both academic 
and material. Other than providing essentials, 
such as uniforms, books and school bags, 
"Mahindra employees are sent out there to be 
mentors of students in such schools", says Pooja 
Pachory, a Naandi Foundation assistant general 
manager. "Through them [M&M ], I get to re- 
main in school and not give up my studies,” says 
Prajitha Pal, a Class VI student at a Nanhi Kali 
school in Mumbai, who belongs to a poor fam- 
ily. "Naanhi is showing me the way" By 2007, in 
_ the areas where it works, Project Nanhi Kali ar- 

‘rested the drop-out rate among girls in schools 
to 5 per cent, from an average of 40 per cent. 

To support the government mandate for affir- 
mative action, the Mahindra group is also 
working with socially disadvantaged sections of 
society. The Mahindra Pride School, near 
Chinchwad outside Pune, provides livelihood 
training to 600 young men every year from 
schedule castes, scheduled tribes and other 
backward castes. Courses, which have been de- 
. signed to generate employment, cover informa- 
. tion technology, hospitality and sales. "English 
is fast becoming a priority,” says Bhatia. Ninety 
eight per cent of students enrolling for the Pride 
School's three-month training programme go 
through intense English and computer educa- 
tion, after which the Mahindras help the stu- 
dents apply for jobs with starting pays of Rs 
4,000-5,000 a month, she adds. 

Other CSR initiatives include the Mahindra 
All India Talent scholarships are awarded to de- 
~ serving, economically disadvantaged students 
every year, chosen through an exam. So far, 
3,750 students have benefited from this schol- 
arship since it began in ten years ago. It pro- 
vides Rs 15,000 to each student over a three- 


years for pursuing job-oriented diploma 
courses at recognised government polytechnic 
institutes. The Mahindra United World Col- 
lege, on the outskirts of Pune, supported the en- 
rolment of three children from a nearby village 
into American universities. Then, M&M has 
also entered into a public-private partnership 
with the Government of Rajasthan to set up a 
mid-day meal kitchen at a cost of Rs 1 crore to 
feed 25,000 children in Jaipur District's Govin- 
dgarh. The intent behind all these initiatives is 
also to enable Mahindra employees to work 
with local communities. *I have seen their work 
in Rajasthan and Andhra Pradesh,” says Girija 
Vyas, member of the jury at FICCI. “People who 
were starving at least have a livelihood now.” 


Celebrating Differently 

Two years ago, when the Mahindra group cele- 
brated its 60th anniversary, its financial com- 
mitment to CSR was raised to 1 per cent of 
profit after tax. Last year, M&M spent about 
Rs 8 crore on-its CSR initiatives; this year, the 
amount is expected to be in the region of Rs 11 
crore-12 crore. The enhanced funding will en- 
able the group to expand its CSR activities to 
states it could not cover previously, “The north- 
east is one place where our health initiative has 
been gathering steam,” says Sushil Singh, who 
heads CSR Implementation in the Mahindra 
group. There, M&M is taking up polio vaccina- 
tion and AIDS awareness as a priority even in 
districts where the group does not have a plant, 
sales outlet, or other operation. 

Life Line Express, a central government- 
aided hospital on rails, which travels to the In- 
dian hinterland every month for performing 
cleft lip and cataract surgeries, has become an- 
other popular volunteering option for Mahin- 
dra group employees in Rudrapur. Impact In- 
dia Foundation manages this train, a 
UN-funded project. Assisting doctors from the 
King George Medical College (KGMC), Luc- 
know, Mahindra engineers helped 647 patients 
benefit from surgery on board the train in 2007. 

“We spent Rs 75 lakh in organising the event,” 
says D.C. Trivedi, an employee at the plant. 
“But, more importantly, it was the [Rudrapur] 
plant's engineers who ran the Lifeline Express.” 
“One thing I like about the Mahindras is that 
they made sure that the patient was treated like 
he was a guest,” says Dr Vijay Kumar, a plastic 
surgeon at KGMC. “Food and medical supplies 
never reached a patient late. Everything was 
spick and span.” As Winston Churchill said, you 
make a living by what you get, but you make a 
life by what you give. 


em nite tt TTT LIN S en eee nene naa aaa NN IST nin iaa TTA dee IE YR RANA AY Atte MR TASA PI tm fp pet baer rae OD IE DEEP nee 


vishal. krishna@abp.com 
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M&M Ltd. 


The group's CSR 
mantra is educating 
the underpriviledged 


Turnover: 


Rs 8,581.56 crore 


Profit after tax: 
Rs L068.39 crore 


Percentage of money 
spent on CSR: 
19 of PAT 


Key CSR project and its 
achievements: 

Nanhi Kali initiative: 
Educating the girl child in 
remote villages. 


Life Line Express: Taking 
health care to remote 
areas in North india. 


Health camps: Free health 
camps in North East india. 


Mainstreaming: 

ESOPs at Mahindra's 
means employee social 
options, where an 
employee gets to chase a 
social responsibility and 
takes some time from his 
weekends to serve 
society. 


Documentation and 
reporting: 

All documentation of CSR 
activity is made by the 
CSR Council in the group. 


(All figures for FY 2007-2008) 








Mahindra's 
CSR efforts 
are focused 
on all round 
development 
and 


conservation 
of the 


environment 


HIGH STANDARD: 
Education for the girl 
child is one of the 
causes the company 
is targetting 





Karma 
Dharma 


by keshub mahindra 


INDIA IS UNDOUBTEDLY ONE OF THE 
fastest GRowing and most high poten- 
tial economies in the world today. But 
it is also a society where there are 
worlds within worlds, and where great 
inequities exist. Is it part of the 
dharma of business to address these 
larger issues? 

In the Mahindra Group we have al- 
ways believed that it is. Corporate So- 
cial Responsibility (CSR) has been ba- 
sic to our philosophy since our birth in 
1945. It has been an intense but delib- 
erately low profile activity based on the 
belief that social responsibility is a 
privilege and not a portal for publicity. 

Today, India's increasing prosperity 
is throwing up further social challenges that 
need to be tackled, and we believe that busi- 
nesses can and must play a role in addressing 
these. Businesses are a part of a wider social 
fabric. They cannot possibly thrive as isolated 
islands of prosperity 
against a backdrop of 
deprivation where large 
sections of the popula- 
tion are denied even ba- 
sic amenities such as 
water, housing, health 
care and education. 
This is an unacceptable 
situation to every In- 
dian. It is our convic- 
tion that India's spec- 
tacular growth provides 
companies, such as 
ours, not only with a 
business opportunity 
but also with a social 
opportunity to redress 
some of the weaknesses 
that exist in our social 


fabric and human 
development infra- 
structure. 

At the Mahindra 


Group, we feel we can 





EHEHE guest column 


achieve the maximum by choosing to work in a 
few areas in a focused way. The focus of our CSR 
efforts is particularly on education, employ- 
ment and environment. We want to impart 
skills that make people employable and to help 
create a cleaner and greener world. 

Appropriate education — vocational educa- 
tion and livelihood training for the economi- 
cally disadvantaged, primary education for the 
girl child and higher education for those who 
merit it — is a top priority for us. So too is the 
idea of nurturing the environment by planting a 
million trees for future generations. On our 
60th Anniversary, we vowed to intensify our 
efforts in these directions, to start new initia- 
tives and to dedicate 1 per cent of our profits 
every year to focus on such initiatives. 

Every initiative is carefully thought out and 
monitored to ensure its effectiveness. Another 
very important factor behind the success of our 
CSR efforts is that we ask our employees to per- 
sonally and intensely engage themselves with 
our CSR activities. For us, social responsibility 
cannot begin and end with the allocation of 
funds. Once projects are identified and struc- 
tured, employees are encouraged to give their 
time and effort to make those initiatives work. 
Through our employees' social options scheme 
(internally known as ESOPs) employees and 
their families volunteer, choosing from a menu 
of CSR options. When an employee spends a 
Sunday morning mentoring a disadvantaged 
child, or painting a school or imparting 
livelihood skills, the idea of CSR takes on a 

whole new meaning 

E and immediacy. Most 

employees find this a 

paradigm changing 

experience, because, in 

the ultimate analysis, 

they receive much more 
than they give. 

It is our aspiration 
to make our CSR 
initiatives more and 
more impactful with 
every passing year. 
Through CSR, we hope 
to have the privilege of 
contributing, in our 
small way, not just to 
the Gross National 
Product but to the 
Gross National Happi- 
ness as well. 
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The author is 
chaiman of Mahindra 
& Mahindra Limited 
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PSI Forging Partnerships for a Cause 


Unknown just a generation ago, HIV/AIDS is now one 
of the worst epidemic affecting the world. More than 
42 million across the world have HIV of which India has 
3.2 million. AIDS has the power to change national 
destinies, bring miseries to family and most 
unfortunately wipe out a generation of productive 
people. 


Beyond the d irsonel tragedy there are economic tolls 
on the business and the nation. If 153; of a countries 
population i is HIV positive its’ Gross Domestic Product 
(aper dectines by about 1% per year. 


The fling wealth of nations 
: GNP annul growth rate 2000-2020 (95) 
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: AIDS is a crisis but not a forgone conclusion. If we act 
today, the future can change. Business communities 


. Rave a special role to play in both protecting and 


supporting their workers, consumers, communities 
and the government. With a little help from you, 
Population Services International (PSI) can provide 
someone with one of life's most basic requirements - 
their health! 


Population Services International is the world's 
largest social marketing organization with programs 
in over 65 countries. Operating as an Indian trust over 
the past twenty years, PSI is an official partner of the 
Ministry of Health and Family Welfare. 


The Wall Street Journal called PSI "a nonprofit that 
market-loving, results-oriented, compassionate 
people would love," and reported that it “tries, harder 
than many other nonprofits, to measure its 
effectiveness at improving health." The Financial 
Times recognized PSI for "remarkable successes" in 
social marketing and "one of the most innovative and 
effective approaches to delivery [of] subsidized 
goods, such as condoms." 


In india, PSI is leading a public private partnership 
proiect CONNECT to harness the potential of the 
public and private sector organizations to address 
HIV/AIDS. Some corporations in India like Apollo 
Tyres, Aurobindo Pharmaceuticals, Emphasis and Aldo 


PSI 


Krei E 
Population Services international 


Shoes are partnering with PS! for the prevention 
and care of HIV/AIDS affected populations. 


There are three kinds of partnership which PSI 
envisages with the business world. 


» Leveraging core competency to mitigate 
HIV/AIDS & TB 


PSI plays the role of a facilitator, understands the 
core competency of an organization and then 
matches it to the needs of HIV/TB programs. À 
good example is the ground breaking initiative 
where PSI facilitated the first ever group health 
insurance cover for people living with HIV in 
partnership with Star Health & Allied Insurance, a 
private health insurance company, and the 
Karnataka Network for People Living with 
HIV/AIDS (KNP+). 


» Adopt HIV/AIDS & TB programs 


PSI helps corporates adopt or modify existing 
HIV/AIDS and TB programs and lends support to 
implement them effectively. Apollo Tyres Ltd is 
one such organization that has adopted a Mobile 
Counseling & Testing unit and serves the trucking 
community with their initiative. This is a good 
example of how industries can reach beyond their 
own workers and immediate communities. The 
mobile van initiative of Apollo Tyres has won them 
accolades from both the media & their end user 


» Workplace Program and Policy 


It is the responsibility of all companies to protect 
their staff (formal and informal) from getting 
infected by HIV and provide them with a HIV 
stigma free work environment. PS! can support in 
designing a customized workplace program and 
also help in 
developing an HIV 
workplace policy. 
Vizag Steel & 
Emphasis are 
prominent 
examples. 


PSI CONNECT SUPPORTED BY 
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USAID 


FRO THE INAERRCAN PEOPLE 


To know more about partnership opportunities please contact: 
Kalol Mukherji or Chandrika Jain @ 080-41712326/27/28. 
Alternatively you could also write to : kallol@psi.org.in or chandrikaj@psi.org.in 
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There is 
complete 
employee 

buy-in 
into CSR 
initiatives 


HIGH ON ASH: NTPC's 
coal-fired plants pro- 
duce 40,000 MT of fly 
ash a day, all of which 
is recycled as 

building materal 


by M. Rajendran 


aT A rc. 


x Pate, UR VILLAGE, RANI BARI, WAS RELO- 
j ll p. 







C cated twice to make way for two 
P: different phases of NTPC' power 
projects,” says Tej Pratap Mishra, 
— a 45-year-old traditional agricul- 
! turist who is now an employee of 
Dees the thermal power major. Rani 
Bari is a hamlet near the NTPC Singrauli proj- 
ect in Madhya Pradesh. “It is painful to be 
moved and to have your land and house taken 
away. But when we look back, it has been better 
for our children and for our health.” 

The sentiments are echoed, albeit in different 
words, by hundreds of beneficiaries across 23 
projects of NTPC’s 65 CSR initiatives in the ar- 
eas of health, environment, development of the 
girl child, and education. More than 200 vil- 
lages and over 2,500 people have benefited 
from NTPC’s CSR activities. “I got my job be- 
cause of the training and technical skills I re- 
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ceived from ITI (Indian Technical Institute), 
thanks to NTPC,” says 35-year-old Umrish 
Singh of Khangora village in Uttar Pradesh. “I 
am successfully employed in the DENSO Com- 
pany. Many of my friends have got jobs in big 
companies because NTPC gave us training.” 
The company is also contributing significantly 
to the Rajiv Gandhi Vidyutikaran Scheme in 
partnership with the Rural Electrification Cor- 
poration (REC). NTPC's target of electrifying 
40,000 villages by 2020 is in varying stages of 
implementation. The thermal power major 
now plans to institutionalise CSR activities in 
four joint venture companies. 

However, the Rs 36 crore that NTPC spent on 
CSR initiatives in 2007-08 is a mere 0.5 per 
cent of the power major’s Rs 7,129 crore net 
profit for that period. Business Community 
Foundation (BCF), a CSR-focussed NGO, sug- 
gests 3-5 per cent profit commitments to CSR 
activities. “There is nothing sacrosanct about 
the 0.5 per cent — we will do more for CSR,” 
says T. Sankaralingam, the former chairman 
and managing director of NTPC, who retired 
from service on April 31, 2008. 

NTPC as an organisation has succeeded in 
getting complete employee buy-in into its CSR 
initiatives. “NTPC’s CSR activities draw 
strength from the enthusiasm of its 24,500 em- 
ployees,’ says Dinesh Agrawal, general manager 
for CSR at NTPC. V.K.M. Tripathi, deputy gen- 
eral manager and an employee union leader at 
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NTPC, feels th bé conn n pany owes the strength of 
e participation of its top 
company's. Dadri plant, 
-hungry Delhi, has adopted 
| ools i in nearby villages. "The 
ie Dadri project] himself 
eek; others have drafted 
ster,’ says S.C. Sharma, 


senior man | ; 
While its mmendable, NTPC 
obviously ne áts communication. 


s When Amita V Xe seph, í director of BCF, visited 


-< NTPC’s Faridabad | power project, she found 


that employees were unaware of company ini- 
tiatives such as the Employees Voluntary Or- 
ganisation for Initiative in Community Em- 
powerment (EVOICE). Not that it matters to 


i3 the beneficiaries. 


«Ido not know what EVOICE; is, but I know a 
ex people from the power plant who come and 


teach us for 3-4 days, and guide us so that we 
can get a good job,” says 25-year-old Rajender 
.... Singh of Sidipur village, near Dabri. Singh cur- 
rently works as a computer operator in the Cen- 


x tral Industrial Security Force. 


Book Profits  . | 
Quite obviously, NTPC lays a lot of stress on ed- 
ucation, especially for girls. Special efforts, in- 
cluding discussions with the Panchayat, mone- 
tary incentives and promises of jobs, are taken 
to convince parents to send girls to school. In 
1999, for example, i in Singrauli, two girls went 
to school for every ten boys. In the villages 
where NTPC works for education, their ratio is 
now up to six. Moreover, there are eight girls to 
ten boys in Vindhyachal, and five in Dadri 
(against zero girls previously). Middle and high 
schools had three girls for every ten boys in 
|. 1999; now, itis seven across the projects. Nearly 
. 1,100 girl children and more than 2,500 young 
Indians have benefited from NTPC's support to 
the cause of education. 

“Each of our projects is commited to health, 
environment, education and development of 
the girl child around where it is situated,” says 
. Sankaralingam. NTPC works with the Dalmia 
' Foundation to undertake inclusive education, 

where children with special needs are taught in 
- the same class as normal children. The founda- 
tion's representatives also provide teachers 
training for inclusive education. "We have just 


_, started the experiment but the signals of a posi- 


= tive response are visible,” says D.K. Sinha, prin- 
-. . cipal of the DAV School at Vidyut Nagar in 






Meanwhile, the company's beneficiaries are 
fulsome in their praise. "There has been im- 
provement: in my children I now have an engi- 





neer [son] and a graduate [ daughter], while I 
could go no further than my intermediate 
schooling," says Shiv Nath, also of Rani Bari. 
*The health services have improved, and so 
have means of communication." 


Waste To Wealth 

Ecological hazards are inevitable by-products 
and, more often than not, compelling CSR trig- 
gers of predominantly coal-based industries 
such as NTPC, which are, therefore, highly vul- 
nerable to attacks from environmentalists. 
NTPC's coal-based projects result in about 
4.000 metric tonnes (MT) of discomfort-induc- 
ing fly ash per day, which is fully utilised as 
building material. Also, NTPC ensures fly ash is 
converted into polymer-mixed slush, and trans- 
ported by containers to a mound with the pro- 
ject's boundaries or outside the city. Fly ash 
dust, therefore, does not affect nearby habita- 
tions. The Dadri project is landscaping a 400- 
metre high fly ash mound with grass and 
herbs, which is already attracting deer and 
other small wild animals. “Fly ash is managed in 
such a way that even when we play near the 
boundary wall, there is no dust [ash] from the 
plant,” says Man Chand of Uncha Amirpur vil- 
lage near Dadri. 

In addition, Delhi's Metro Rail picks up 50 
MT of fly ash every day from NTPC's Dadri 
plant, to turn into concrete for filling up the em- 
bankments of roads around its projects. "We are 
also in talks with a Hyderabad-based brick 
manufacturer to use fly ash in building; says 
Tripathi. “Our CSR activities are in each unit of 
power we generate.” A recent Supreme Court 
ruling has allowed NTPC to sell fly ash from 
2009. Based on estimates provided by Gur- 
gaon-based The Earth Research Institute, 
NTPC's waste management will be worth $10 
billion (Rs 40,000 crore) by 2050. 

Also, NTPC's MoU with REC is expected to 
light up 300 households in and around Sin- 
grauli and Korba (in Chhattisgarh), has institu- 
tionalised maintenance networks within the 
community, and imparted operations and 
maintenance training to people of the local 
Panchayat or NGO. 

To focus on the absence of large numbers and 
big bucks in NTPC's CSR would be missing the 
woods for the trees. The essence of NTPC's ef- 
fort is reflected in the joys of the lives it has 
changed, which drab statistics cannot capture. 
“I would have been struggling,’ says 30-year-old 
Man Chand, now an employee with LG Elec- 
tronics. “But since NTPC helped me get train- 
ing, I am like an officer today.” 


m.rajendran@abp.com 
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NTPC Ltd. 


The company has lifted 
waste management fo 
new levels 


Turnover: 
Rs 38,87 3,4 er 


Profit after tax: 
Rs 7129.3 cr 


Percentage of grafit 
spent on GSR: 
0.5% 


Key CSR project and its 
achievements: 
Committed to health, 
environment, education, 
and development of the 
girl child. 


Environment footprint: 
Global recognition for fy 


. ash management, 


Community development: 
Creating self-help groups 
to take up issues of 
health, education and 
environment. 


Mainstreaming: 

Training and creating 
self-sufficiency amongst 
villages around the 23 
projects with active 
involvement of its 
workforce. 


Documentation and 
reporting: 
Annual, half-yearly, 
quarterly and monthly 
meeting of CSR activities 
in coordination with the 
senior management. 

(All figures for FY 2007-2008) 
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Ri - Track 


The tyre 
major’s 
HIV/AIDS 
initiative 
targets 
truckers 





On The 


by Sumati Nagrath 


ARLIER DRIVERS WOULD UNKNOW- 
: em A ingly do it without using con- 
doms, but now most of them 
know that it can cause life endan- 
» gering diseases,” says 45-year-old 
—— Bala Devi matter-of-factly as she 
| —* supervises the preparation of hot 
rotis — steaming dal in her dhaba (roadside 
eatery) in Sanjay Gandhi Transport Nagar's 
(SGTN) AW2 Block. She, along with others 
such as thakur saab ofthe adjoining dhaba, dis- 
penses both advice and condoms to the largely 
floating population of this transport township, 
just offthe GT-Karnal highway, near Delhi. And 
when truckers ask for medicines or medical ad- 
vice, they are directed to the centrally but dis- 
creetly located Apollo Tyres Health Care Clinic 
that has been operating in SGTN for the past 








five years. 

Bala Devi is one of the clinic's 57 active peer 
educators in the area. “The peer educators are 
instrumental in spreading awareness about 
HIV/AIDS and other sexually transmitted dis- 
eases (STDs) as well as encouraging condom 
usage amongst truck drivers and their helpers,” 
says Ravi Remy, project manager of Apollo 
Tyres Health Care Clinic. The peer educators' 
work is supported by four outreach workers 
who usually set up striking red stalls near the 
dhabas. Using flipbooks, posters, wristbands 
and other tools, the outreach workers answer 
awkward questions and demonstrate how to 
use condoms to giggling but rapt audience. 

A mobile population of 5,000-6,000 truckers 
and their helpers passes through SGTN daily. 
Nomadic lifestyles make India's 5-6 million 
truck drivers and helpers a significant part of 
HIV/AIDSS high-risk group. Chronic drug and 
alcohol abuse, and unprotected sex, have be- 
come a way of life for the truckers who spend 
long periods on the roads, away from their fam- 
ilies. According to World Bank estimates, 
roughly one out of every 10 of India's 2.5-3 mil- 
lion long-haul truckers is infected with HIV. 
The National AIDS Control Organisation 
(NACO) estimates about 2.45 million Indians 
were infected by the end of 2006. "If the spread 
of HIV/AIDS remains unchecked in India, the 
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economy could forfeit up to 2 per cent of 
its GDP, with the transport sector being 
one of the worst affected," says a 2007 
World Bank report. 

Clearly, SGTN — Asia’s largest trans- 
port hub — is in the danger zone. How- 
ever, the sprawling township is also the 
place where Apollo Tyres, one of India's 
largest tyre manufacturers, first sowed 
the seeds of its corporate social responsi- 
bility (CSR) programme in 2000. To be- 
gin with, the company provided its 
premises to the British Department for 
International Development (DFID) for a 
pilot project. Few years later, when DFID 
moved on, Apollo Tyres decided to take 
on a more strategic role. It roped in 
CARE India to buttress its efforts in cre- 
ating awareness about and preventing 
the spread of HIV/AIDS in SGTN. 

By 2004, Apollo Tyres had taken over 
the project at SGTN. Today, the company 
funds and manages the entire project. At 
the heart of the effort is a healthcare 
clinic manned by a full-time doctor, 
counsellor, outreach workers and a med- 
ical assistant. Truckers and other mem- 
bers of SGTN’s community receive treat- 
ment for various health problems and 
get information about STDs and HIV/AIDS, 
besides getting condoms free of cost. Local 
truck owners welcome Apollo’s efforts. “Our 
business depends on the health and well-being 
of the truck drivers, and the health centre is a 
huge help,” says Kultaran Singh Atwal, director 
of Krish Road Carriers and the president of the 
SGTN-based Truckers’ Welfare Society of India. 

Between November 2003 and December 
2007, the centre detected over 2,000 cases of 
STD, of which it referred 396 for HIV/AIDS 
testing. According to the latest figures available 
with Apollo, 29 cases referred have been con- 
firmed as HIV-positive. Since palliative and 
psychological care for infected persons is not 
part of Apollo’s CSR programme, infected peo- 
ple are introduced to the local networks of posi- 
tive people which are essentially a support 
group for those infected with HIV/AIDS. 

Apollo Tyres’ programme received a fillip 
with a $72,000 (Rs 29 lakh) grant by the Inter- 
national Finance Corporation (IFC) in 2005. 
Coupled with Apollo’s own funds, this grant has 
helped the company expand its efforts. Mariam 
Claeson, World Bank’s HIV/AIDS programme 
coordinator for South Asia commends Apollo 
Tyres’ work. Buoyed by success, the company 
has in the past two years, replicated the project 
in six other locations — Udaipur, Kanpur, 
Coimbatore, Vashi, Jaipur and Nagpur. 





Enlightened Self Interest 

While all these initiatives make Apollo Tyres an 
excellent example of a corporate citizen, they 
are not altogether altruistic or philanthropic. 
Enlightened self-interest is at work here. “Our 
decision to have targeted interventions in the 
area of HIV/AIDS is logical given that our con- 
sumer base is the trucking community,” says 
Sunam Sarkar, chief of corporate strategy and 
marketing at Apollo Tyres. According to Sarkar, 
65 per cent of Apollo’s revenues come from the 
trucking community, 55-57 per cent of which 
are from single owner-driven trucks. 

Apollo Tyres’ approach to CSR is a sound one. 
“Companies need to understand how they make 
their profits and understand the impact that 
they generate on their stakeholders,” says Khur- 
ram Nayab of Delhi-based consultancy Part- 
ners in Change. “Companies need to make CSR 
objectives a part of their business plans to make 
them sustainable.” Which is exactly what Apollo 
Tyres is doing. “We want our CSR to be sustain- 
able, and not just a series of charity activities,” 
says Sarkar. Another Apollo Tyres CSR pro- 
gramme gives dealerships to soldiers injured in 
conflict, most of who belong to the hinterland. 
This, says Sarkar, gives a source of income to the 
soldiers as well as a wider reach to Apollo Tyres. 

Like its beneficiaries, Apollo Tyres, too, ap- 
pears to have gained from its CSR activities. In 
December 2007, the company commissioned a 
study of its CSR programme by market research 
and information firm, TNS, which found that 
the programme had increased awareness about 
the risks associated with HIV/AIDS as well as 
encouraged condom usage. More significantly, 
however, it found evidence of a positive impact 
on the company’s reputation in the five loca- 
tions where Apollo Tyres Health Care Clinics 
were running then. 

Companies such as Apollo can “play a major 
role in providing services to the informal sector 
— a group that is hard to reach through ‘classic’ 
routes because it is unorganised”, says Ananthy 
Thambinayagam, operations officer with IFC 
Against AIDS. However, the World Bank report 
on corporate responses to AIDS notes that only 
around 70 private sector companies are actively 
addressing the issue. Apollo Tyres is a rare ex- 
ample along with the Transport Corporation of 
India and Reliance Industries. And though the 
work in SGTN began almost eight years ago, the 
CSR department at Apollo is only two years old. 
We have a proper CSR framework, a written 
‘policy’ is still to be formalised though, con- 
fesses Sarkar. But that does not deter the folks 
at Apollo. They are driving on. 


sumati.nagrath (a) abp.in 


26 MAY 2008 45 BUSINESSWORLD 


Apollo 


Tyres Ltd. 





Apollo Tyres is applying 
the brakes on the 
spread of HIV/AIDS 


Turnover: 
Rs 4,299.2 cr 


Profit after tax: 
Rs 117 cr 


Profit spent on CSR: 
Less than 19/o 


Key CSR project and its 
achievements: 
HIV/AIDS and STD 
awareness and 
prevention through 
health care clinics in 
seven cities. 


Environment foot print: Is 
working on a new, less 
environment-unfriendly 
kind of tyres; recycling of 
water 


Community development: 
Move towards making the 
SGTN health care clinic a 
community-based organi- 
sation; HIV/AIDS aware- 
ness camps organised in 
the vicinity of the manu- 
facturing locations. 


Corporate governance: 
Code of conduct for busi- 
ness partners in the sup- 
ply chain; written policy 
on business ethics and 
human rights. 


Mainstreaming: 

CSR is part of company's 

annual goals, making it a 

part.of employees’ KRAs 
(All figures for FY 2006-2007) 









Companies 
needa 
participative 
CSR model 
that engages 
with all the 
stakeholders 
at multiple 
levels 


Telling 


by niira radia 


A STRATEGIC SOCIAL RESPONSIBILITY 
programme is becoming a ‘must have’ 
for most companies, which see this as a 
way to be altruistic while improving 
their public image. Given these goals, 
the efficacy with which companies not 
only implement but also communicate 
their CSR initiatives — both to the 
communities in which their pro- 
grammes operate as well as the public 
at large — is becoming paramount. But 
this is not well understood by many 
companies, and CSR projects launched 
with the best intentions often get 
mired in controversy, and fail. 

This happens because today’s CEOs 
approach CSR with deeper pockets 
and bolder vision than their predecessors. Ear- 
lier, CSR was mostly limited to firms donating 
money to schools and hospitals that were run by 
others. The role of public relations departments 
was merely to tell the public about these gifts. 
CEOs didn't really aim to invoke emotion 
among their CSR projects' stakeholders, or the 
public at large, about the larger goal of their 
company and its vision. 

Today's CEOs want to do more: they want to 
launch — and run — social and economic inter- 
vention programmes, such as sustainable devel- 
opment initiatives and low-cost housing proj- 
ects, and use these to position their firms as 
nation-building entities, worthy of public trust. 

But most communication departments still 
haven't developed the skills to manage the com- 
plex challenges ambitious CSR projects bring. 

Such initiatives directly affect the lives (and 
interests) of a large number of stakeholders, in- 
cluding local communities, bureaucrats, politi- 
cians, NGOs and society in general. Communi- 
cating appropriately with these stakeholders 
and garnering their participation is essential to 
a CSR programmes success. Hence, companies 
need to progress from the old one-way *tell the 
public" communication model and to a partici- 
pative CSR communication model, one that en- 
gages with all stakeholders at multiple levels. 

For example, a company seeking to assist in a 
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CSR, Beyond 


rural district around its factory must first un- 
derstand the needs and concerns of the area. 
This should help shape the company’s CSR 
plan, and once this is created it should be dis- 
cussed with all stakeholders. Also, the CSR 
project must be implemented in a manner that 
is considerate of local values. 

The Tata Group, a client of our firm, has been 
particularly effective in adopting this approach, 
almost making it the natural way its companies 
undertake its CSR initiatives. The acknowl- 
edgement the Group receives for this globally 
reiterates the effectiveness and value of an inte- 
grated CSR approach. 

Recognising this, other companies have be- 
gun to invest more in communication profes- 
sionals and task them with creating more par- 
ticipatory CSR projects. But of all the 
companies trying this, only a few have suc- 
ceeded. The devil, as they say, is in the details. 
For example, one of the pivots of successful pro- 
grammes is the ability to communicate in local 
languages, using customised messaging. 

That’s why many CEOs still remain stuck in 
the safe, old, cheque-cutting approach to CSR. 
They direct their communication teams to fo- 
cus on positioning their companies as a “top 
value creators” or “employers of choice”. It is 
still rare for a company to aim to position itself 
as “the most responsible company”. In fact, only 
eight per cent of all listed companies even list 
their CSR expenses in their balance sheets, ac- 
cording to KPMG. 

Yet a new breed of CEOs is emerging. They 
understand that globalization and the greater 
role business is playing in national develop- 
ment raise challenges that can be better ad- 
dressed through more evolved CSR strategies. 
For example, CSR builds a company’s local rep- 
utation but this also helps when the company 
expands overseas. We saw this when Tata Mo- 
tors was preferred over other firms bidding for 
Jaguar-Land Rover. Firms’ local expansion 
plans also increasingly running into roadblocks 
over issues such as land acquisition, not least 
because there are many regional forces across 
the country working overtime to sabotage de- 
velopment initiatives for petty personal gains. 
There is also a political brigade that attacks 
companies even when they are making sincere 
efforts to ameliorate problems that arise during 
the implementation of expansion projects. If 
India Inc.'s CSR initiatives are helped by better 
communication, and if that encourages compa- 
nies to do even more to intervene positively in 
national development, then everyone will win. 





The author is chairperson of Vaishnavi 
Corporate Communications 
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Brewing 


Sustenance 


A company 
transfers 
ownership 
and self 
sustenance 
to workers 


HEALTHY BREW: 
Differently-abled 
children benefit hugely 
from the training 
provided at Tata Tea’s 
vocational centres 
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by M. Allirajan 


HE VERDANT ROLLING HILLS OF 
Munnar, a tourist hub in Kerala, 
God's own country, did nothing 
to ease the pain in the body and 
mind of Banumathi, a 20-year- 
old unemployed villager of 
Munnar's Kannan Devan hills, 
Kerala’s most populous village. Banumathi, 
who has difficulty in walking, and who also suf- 
fered from chronic cardiac problems, was un- 
able to put in long hours at any sort of strenuous 
work. Her self-esteem was at its nadir, and she 
was at crossroads. “With my disabilities, I didn’t 
know where to go,” she recalls. 

That was 14 years ago. It was fate, perhaps, 
that presented her an opportunity to make it 
good, when a relative — a plantation worker at 
Tata Tea’s gardens in Munnar — took her to the 
companys natural dye-making section, Aranya 
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(also in Munnar). The Rs 1,070-crore Tata Tea, 
now the world's second largest branded tea 
company, sponsored a Rs 1-lakh cardiac surgery 
for her. The surgery, while curing her heart 
problems, also changed her life forever. With 
improved health, Banumathi began working as 
atrainee at Aranya where she also met her hus- 
band. Now, 34, and mother of a three-year-old 
son, she is content and secure. 

Banumathi is just one among more than 100 
men and women of Kannan Devan hills whom 
Tata Tea has helped lead a better life. And 
Aranya is not the only corporate social responsi- 
bility (CSR) initiative of the company. It is just 
one of the many such initiatives taken by the 
140-year-old Tata Group that has CSR wired 
into its DNA. Tata Tea conducts month-long 
cleaning programmes and soil conservation 
projects to keep the area plastic free. It also runs 
Dare School, at Munnar, a school which offers 
education to differently-abled children below 
18 years, after which they are trained in several 
vocations at the centres. 

The produce ofthese centres accrueto KDHP 
(Kannan Devan Hill Plantations), the company 
that now owns and runs the Munnar planta- 
tions of Tata Tea. In 2005, Tatas had sold for 
Rs 9 crore 74 per cent stake in the plantations to 
the 13,000-strong workerforce, making KDHP 
a rare instance of a company that is owned and 
run by its workers. In fact, it is amongst the 
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biggest employee participatory management 
... companies in the world. ICICI Securities had 
+ extended debt for the acquisition. 

- Tea plantations such as those in Munnar and 
the ones along the Brahmaputra Valley — 
^. where too rehablitation centres and other CSR 








inititatives specifi ie region are running — 
form a negligib Tata Tea's overall busi- 


ness. Tata Tea si 


s nds and run them (in- 
cluding those i 


ir) since it feels, "the 
Tata Group's hei f wealth was built on 
these plantations,” according to its MD P.T. 
Siganporia. The company is now taking these 
efforts the next level. ` 


Road To Self-sustenance 
Tata Tea wants to develop the various rehabili- 
tation units into independent profit centres 
.. that undertake a range of operations — from 
< food processing to papermaking. At the same 
time, they would also continue to serve as inde- 
pendent rehabilitation centres. "We need to 
make high-end products where the margins are 
better,” says S. Swaminathan, director of special 
projects at Tata Tea. Some of the more-than-a- 
decade-old rehabilitation centres at Munnar — 
Shrishti, Aranya and Athulya — have already 
made some headway. The entire stationery re- 
quirement of KDHP is met by the handmade 
paper unit. The unit makes 150-200 sheets of 
premium handmade paper a day — that sell for 
Rs 20 a sheet compared to Rs 3 for the normal 
variety — for sale in Kochi 135 km away. It sup- 
.. plies 150,000 paper bags every year to Tata Tea 
for use in selling tea. "Demand has never been a 
problem,” says Viji Arun, head of the stationery 
unit. “So, we have not explored marketing seri- 
ously.” Started with some ordinary items in 
1991, the stationery section now has gas boilers 
;. and makes boxes, and boasts of screen printing. 
=< Aranya is using Munnar’s natural wealth — 
its bountiful flora and fauna — for constructive 
*. purposes. Workers here have been trained in 
-‘shibori’, the famed Japanese tie-and-dye 
ethod. "The work has improved a lot and 
. members are learning new techniques,” says 
© Victoria Vijayakumar, who runs the unit. Super- 
^. visors and trainers at Tata Tea's vocational cen- 
. tres encourage the people they train to take up 









-careers outside. While most workers tend to 











stay on, some, like Mohandas, a differently- 
—- abled son of a plantation worker, seek out 
. greener pastures. Trained in printing, he landed 
< ajobin Tirupur. A few others in the tie-and-dye 
-> section have also moved to processing and gar- 
.. ment units in Tamil Nadu. “Every person at the 
. centre should feel that he is making his own 
c. profits," says Swaminathan. 

. [ts biggest contribution to the region is a 


nearly century-old hospital, the only compre- 
hensive answer to the health care needs of the 
hill station and a large number of remote areas. 


Ghallenges Remain 

Scaling up of the various units remains an issue 
even in sections with high revenue potential. 
“We can't do it commercially since volumes are 
not high," admit officials. The scaling up prob- 
lem manifests itself in education, too. 

Admissions to the main school for plantation 
workers and staff near Munnar (also run by 
Tatas) are made highly competitive and difficult 
by the capacity constraints. Workers children 
get free education — 90 seats or 17 per cent of 
the total strength are reserved for them. That is 
too little for the 14,000-odd plantation workers 
in the area. Tata officials admit that expansion 
ofthe school is a top priority. Their efforts, how- 
ever, are hamstrung by the procedures involved 
in setting up infrastructure in the area's hilly 
terrain. The special projects group has begun 
toying with the idea of starting an international 
school and using money from the venture to 
bring more children under the subsidy net. 

Tata Tea is also doing its bit to save the envi- 
ronment. The stationery unit, for instance, uses 
cotton and tea waste, eucalyptus leaves, waste 
fibre, lemon grass, vegetable and hosiery waste, 
and even elephant droppings to make paper. 
"These initiatives have won the company a lot of 
goodwill among the local populace,” says Sajan 
George, secretary of the Munnar Environment 
and Wildlife Society. On the external front, Tata 
Tea executives visit distributors regularly to 
conduct quality checks. Old stocks are de- 
stroyed instantly. The company also adopts tea 
shops, conducts welfare audits, patient and par- 
ent satisfaction studies. It hires external agen- 
cies for audits, scrutinises the findings in detail 
and takes corrective action. 

Since Tata Tea is now largely a beverage 
brands company, it is replicating its model of 
self-sustainable CSR projects across its main 
business. A year and a half ago it launched 
along with some NGOs a Gao Chalo Andolan 
across 12,000 villages in Uttar Pradesh. Young 
rural and largely OBC men and women are sell- 
ing 100 tonnes of Tata Tea tea a month in these 
villages, adding Rs 75-100 to their daily earn- 
ings. By dealing directly with them, the com- 
pany has also side-stepped distributors — an 
example of integrating social responsibility into 
mainstream business. “I am only approving 
those CSR projects that have the potential of 
becoming profitable and therefore self-sustain- 
ing,” says Siganporia. Way to go. 
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Tata Tea has changed 
the world for many dis- 
abled men and women 


Turnover: 
Rs 1,100 cr 


Profit after tax: 
Rs 350 er 


Profit spent on CSR: 
B o 


Key CSR project and its 
achievements: 

Tata Tea's Srishti project 
in Munnar aims to bring 
out the best in 
differently-abled children 


Environment footprint: 
The company’s stationery 
unit recycles tea waste to 
make paper 


Community development: 
The company runs the 
Dare School to provide 
education based on each 
kid's capabilities. 


Corporate governance: 
Each year, the highest 
productivity plucker gets 
a chance to represent 
workers among the board 
of directors. 


Mainstreaming: 

The company is 
integrating ifs maie = 
stream business with CSR 
projects involving product 
distribution via 
economically weaker 
sections 


(All figures for FY 2006-2007) 











SS) HETE ONGC 


Operation 


Healthcare, 
social and 
education 

projects 
are ONGC’s 

CRS outlets 


PLOUGHING IT BACK: 
Several projects run by 
ONGC enable the 
company to use a fixed 
share of its profit for 
sustained public service 


Clean-up 


by Pierre Mario Fitter 


3 NLIKE ITS CUTTING EDGE OIL EX- 


wee Ay ARUM Ur 
ES | M traction technology, state- 
Vos > owned ONGC is still rooted in 
AT ~ the age-old definition of CSR — 
a x 7 giving back to society by spend- 
Wm JN ing money. For every Rs 100 it 


dea earns in profits, the Rs 86,267- 
crore company returns 75 paise back to the 
communities where it operates. This money 
goes towards schools and hospitals, community 
centres and rural development projects. In re- 
cent years, the company has also worked hard 
to clean up the mess its drilling operations leave 
behind. ONGC'S size and reach (19 work centres 
across India) help it do more good in more 
places, says Alka Mittal, ONGC's head of HR 
and CSR activities. Last year, the oil and gas be- 
hemoth budgeted roughly Rs 120 crore of its 
Rs 15,643 crore profits during the FY 2006-07 
on social and environmental projects. One such 
project is the Life Care Society in Dehradun, 
which was set up in 2003 by 18 former ONGC 


E 
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executives. Their efforts have created a lifeline 
for the region, which has been chronically defi- 
cient in healthcare. B.L. Ahuja, a septuagenar- 
ian former finance director at ONGC and 
founding member of the society, says, “I always 
wanted to give back to the community after my 
retirement.” Last year, ONGC donated Rs 5 lakh 
of the society's Rs 8-lakh budget. 

Ahuja and his colleagues now serve 16,000 
people through a medical van that visits one vil- 
lage each day of the working week. One such vil- 
lage is Nagthat, a three-hour-long, uphill drive 
from Dehradun. Ten years ago, Nagthat boasted 
a resident doctor, who operated with only very 
basic facilities. Inexplicably, the doctor left after 
the local Red Cross built a Rs 1.5-crore hospital 
in the middle of Nagthat. Only the cleaning 
ladies remain. Life Care Society's weekly visits 
are now the only answer to Nagthat’s medical 
needs. “We gave our land to the hospital but 
didn’t get any benefits,” says Kunwar Singh 
Chauhan, a village elder from Nagthat. 
"ONGCS Life Care Society camp is the only fa- 
cility we have.” 

Unfortunately, ONGC has fallen into a trap of 
only conducting projects. There are no readily 
available records for how many schools it runs, 
or how its development projects have actually 
benefited rural communities. “The CSR mind- 
set isn’t deep-rooted,” says Richa Tyagi, a con- 
sultant at the Business and Community Foun- 
dation, and a field assessor for the BW-FICCI 
CSR awards. “It is limited to the particular peo- 
ple handling specific projects.” 


Before the treatment of 
oil-contaminated land 
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Future-proof 

Internally, ONGC has worked to improve trans- 
parency and governance. Operational expenses 
easily run into crores of rupees, giving easy op- 
portunities for dishonest profiteering. To fight 
corruption in its public contracts and improve 
the credibility of its procurement procedures, 
ONGC signed a memorandum of understand- 
ing with global ethics and governance watch- 
dog Transparency International two years ago. 

Simultaneously, the company is working 
hard to reduce its environmental footprint, 
since oil production and ecological problems go 
hand-in-hand. The company operates 11 insti- 
tutes for research in cleaner drilling technology 
and for training its personnel and sensitising 
them to environment issues. "ONGC'S environ- 
ment initiative is remarkable, says Marc 
Runacres, a member of the BW-FICCI awards 
jury. “Their R&D is very effective.” 

Chemists at ONGC' Institute of Drilling 
Technology (IDT) in Dehradun have developed 
an organic drilling fluid (using molasses instead 
of chemicals) to contain environmental damage 
while flushing out loose rock and gravel from oil 
wells. ONGC scientists and The Energy and Re- 
sources Institute ( Teri) in Delhi have also devel- 
oped an oil sludge-eating micro-organism 
called Oil Zapper. When sprayed onto oil spills 
or contaminated soil, Oil Zapper detoxifies the 
spill in a process called bio-remediation. 

Going a step further, the company wants to 
do its bit in fixing the oil industry's biggest 
problem — the acceleration of climate change 


After the treatment 





from the burning of fossil fuels. This February, 
it signed a three-year deal with Norwegian 
company StatoilHydro to develop carbon cap- 
ture and sequestration (CCS) technologies. 

The company also has an eye on the distant 
future. In a meeting at ONGC’s Dehradun 
headquarters, BW asked about 20 senior offi- 
cials whether they believed renewable energy 
would be a significant part of ONGC’s long- 
term production mix, given that oil reserves 
wont last forever. Every hand in the room went 
up. "Renewable energy is not just a nice thing to 
do,” explained one executive. “In the future, it 
will also be the only sensible thing to do.” 


Overseas Outlook 

Unfortunately, ONGC's overseas operations 
have raised concerns in some quarters. The 
company features on the ‘Burma dirty list’, 
which comprises companies that continue to 
work in Burma (Myanmar) despite public calls 
to boycott investments in the repressive dicta- 
torship. Similarly, ONGC’s projects in Sudan — 
where the Darfur crisis has drawn global criti- 
cism — are under flak. The US government, in 
particular, has encouraged investors to pull out 
from companies that operate in Sudans oil, 
mining, power and military equipment sectors. 
In December 2007, the US Congress passed a 
Bill to protect institutional investors from po- 
tential lawsuits that could arise from pulling 
out of investments in such companies. “ONGC 
has walked in the white man’s path,” says Marc 
Runacres, a Senior Visiting Fellow with Teri 
and a member of the jury for the BW-Ficci- 
SEDF CSR Awards. 

To be fair, ONGC may not have had much say 
in the decision to operate in Sudan. It is entirely 
plausible that New Delhi decided to keep 
ONGC invested in Sudan, lest it should lose its 
stake to Chinese oil companies that are active in 
the region. ONGC officials say their presence in 
Sudan and Myanmar ensures at least some de- 
velopment. ^Our norms and labour standards 
are very high,” says Mittal. 

When ONGC was founded in 1955 as the Oil 
and Natural Gas Directorate, scientists at the 
Geological Survey of India believed that oil 
would be most easily found in the Himalayan 
foothills surrounding the picturesque summer 
retreat of Dehradun. These experts were later 
proved wrong, but by then it was too late to relo- 
cate the headquarters of the country's largest 
company. No doubt, the villages around 
Dehradun are thankful for that mistake. The 
Sudanese and Burmese votes, though, are still 
to be cast. 
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ONGC spends its profits 
on the communities 
near it operations 


Turnover: 
Rs 86,267 cr 


Net Profit: 
Rs 17,769 cr 


Profit spent on CSR: 
0.75 per cent of net 
profit 


Key CSR project and its 
achievements: Life Care 
Society, founded by ex- 
ONGC executives and 
partially supported by 
ONGC provides healthcare 
to 16,000 villagers 

around Dehradun. 


Environment footprint: 
Oil zapper and IDMOL 
have been developed to 
reduce drill-site 
contamination. 


Community development: 
Each of ONGC’s 19 work 
centres supports several 
community outreach 
projects with individual 
project costs of up to 

Rs 2.5 lakh. 


Corporate governance: 
ONGC has an anti-corrup- 
tion pact to supervise its 
procurement operations 
with global governance 
watchdog Transparency 
International. It is also 
part of the UN's Global 
Compact initiative. 

(All figures for FY 2007-2008) 





EE HEE MSPI, 


Making A ,, 


Difference li 


Caring for 
its workers 
and the en- 

vironment 

is priority 
for MSPL 


CONCERNED: The 
labourers are provided 
with food, safe drinking 
water, remuneration, 
house, insurance and 
medical facilities 





by Dhanya Krishnakumar 


OSPET, A SMALL TOWN AROUND 
350 km from Bangalore, is 
perennially cloaked in a red dust 
that emanates from the scores of 
pit iron ore mines that dot the 
area. According to numerous 
watchdog groups, such as 
‘Mines Mineral and People, environmental and 
labour abuses abound here. Ore extraction has 
scarred the earth, transforming the once-green 
belt into a moon-like landscape. Work condi- 
tions in many ofthe mines are medieval. Miners 
toil under a blazing sun without water, or masks 
that could keep the dust out of their lungs. They 
dig up lumps of ore and then smash them up 
with sledgehammers, often severely damaging 
their fingers. Home for these workers means a 
makeshift tent without any basic amenities. 
Over half the 40,000 people employed in the 
mines are under 14 years of age. 

For the owners of the mines, though, this is 
boom-time. China's insatiable demand for iron 
ore has driven the price of the mineral up by a 
staggering 800 per cent in the past few years, 
resulting in fantastic profits for the owners, who 
often cruise through Hospet in luxury automo- 
biles with suitcases laden with cash. 

Its not as though the owners of MSPL — an 
iron ore mining company belonging to the Bal- 
dota group — only bask in luxury. What they are 
also interested in is ensuring that their workers 
are safe and happy, their children well looked 
after, and that the environment around them is 
as habitable as possible. These, however, seem 
alien practices amongst most other mining 
companies in the region. 

Miners at MSPL’s mines receive fresh drink- 
ing water piped into on-site tanks from the 
Tungabhadra river. Large tankers continually 
spray the ground with water to settle the ubiq- 
uitous, choking dust so that the employees can 
breathe easy. The company has also built 210 
housing units with piped water for their labour- 
ers so that they don't have to live in dilapidated 
thatched huts or flimsy tents, which is the norm 
in the area. 

Since last year, the company has also pro- 









vided its entire staff and their families with that 


rare benefit that many white collar employees 
in India are bereft of, namely health insurance. 
'e have not only improved their personal hy- 
giene but also created a sense of loyalty to the 
company, says Chairman Narendra kumar Bal- 
dota. Baldota also claims that MPSL's workers 
are paid way above what competitors dole out 
and were given 100 per cent bonuses last year. 
Naturally, the welfare of the children of its 
own workforce has been equally important for 
MSPL. The company has built its own school up 
to the 4th standard, after which these children 
graduate to other schools in nearby towns, such 
as Danapur. “In fact, some of these kids have 
come back to us after completing technical 
courses and have been employed at a level 
higher than their parents," says Baldota. Set- 
ting an example, Baldota's own sons, and his 
grandchildren, went to the same school. 


Environmentally Sound 
Itis rare for a mining company to show keen in- 
terest in environmental-friendly initiatives. 
MSPL has, however, received numerous acco- 
lades for its work in trying to reverse the debili- 
tating effect of mining operations. The com- 
pany has planted close to 1.7 million trees in and 
around its mines to balance the ecological im- 
pact of the mining activities. 

"Miners are recklessly destroying the entire 
area and their only motive is to make money,” 
says Suresh Heblikar, well-known environmen- 
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talist, film-maker and local head of 'EcoWatch. 
“Not much intervention has happened, not 
even from the government's side. Unless other 
companies follow the lead of the Baldotas, very 
soon the whole area will be destroyed beyond 
repair, he says. 

In 2004, MSPL received the prestigious In- 
dira Priyadarshini Vriksha Mitra Award from 
the Union Ministry of Environment and Forests 
for its pioneering work in the field of afforesta- 
tion and wastelands development. 

The company is also working towards effec- 
tive utilisation of waste produced from their 
mining operations. In line with its 'zero waste 
mining philosophy, the company has developed 
a product called 'Sulpha Sponge, which helps 
remove impurities from water as well as odour 
from sewage, and acts as an excellent scavenger 
of hydrogen sulphide. Another eco-friendly 
move by MSPL is a switch from using roads for 
iron-ore transportation to rail. This strategy has 
both reduced the dependence on fossil fuel and 
cut down on vehicular pollution. “We are also 
working towards enhancing our loading and 
unloading speed by 50 per cent to avoid engine 
idling time,’ says H.K. Ramesh, assistant gen- 
eral manager of CSR at MSPL. 

Perhaps MSPLS most significant investment, 
other than in its employees, is on generating 
clean, eco-friendly wind energy. According to 
the Directory of Indian Wind Power published 
by Consolidated Energy Consultants, the com- 
pany has the largest installed wind power gen- 





eration capacity in India as on 31 March 2007. 
The company first invested in wind energy way 
back in the 1980s, but the investments and re- 
turns were not very favourable then. However, 
in 2000 it put up its first windmill farm in Sa- 
tara in Maharashtra. Now MSPL has about 200 
MW of installed capacity and it hopes to in- 
crease that to about 400 MW by 2010. 

MSPLs CSR efforts have also spread to the 
communities nearby — most of them poor and 
desperately short of resources. The company set 
up a much needed blood bank in Hospet five 
years ago. That has saved many lives, since the 
nearest repository for blood in case of an emer- 
gency is a good two-hour drive away. Similarly, 
its eye clinic has been a huge boon, particularly 
the elderly rural poor around Hospet who suffer 
from chronic eye problems. Similarly, MSPL 
has also tried to raise the generally low quality 
of education in the area. B.M.S. Mruthunjaya, 
headmaster of the local Danapur School, says 
that children's education in the region was in a 
deplorable state. “There were no chairs or tables 
for teachers or students,” he says. “All the chil- 
dren sat on the floor.” MSPL changed all that. 

In an industry that has shown callous disre- 
gard for its workers, apathy for the community 
in which it exists and an equal amount of indif- 
ference to the environment that it has ravaged, 
MSPL has proved itself as a company with a 
conscience and a will to act. 
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MSPL has improved the 
life of its mine workers 
tremendously 


Total income: 
Rs 1,494.6 cr 


Profit: 
Rs 580 cr 


Money spent on CSR: 
0.20% of total income 


Key CSR project and its 
achievements: 

MSPL diversified into 
generating Green Power 
through wind energy 
back in 1980. 


Environment foot print: 

As part of its afforestation 
initiative, it has planted 
1.7mn trees and 
transformed 240 hectares 
of mining terrain into lush 
green landscape. 


Community development: 
Has adopted 5 villages 
close by where less than 
10% of houses don't have 
sanitation facilities and 
poor medical facilities. 


Corporate governance: 
Employees are 
encouraged to report any 
misconduct, illegal 
activity, fraud or abuse of 
company assets. 


Mainstreaming: 

KRAs of a team of people 

ensure that CSR and 

community development 

activities take place 

without any lag or lapse. 
(All figures for FY 2006-2007) 





All-pervasive 
Philanthropy 





There is no 
hierarchy of 
suffering. 
The claims of 
the homeless 
on our time 


are as urgent 
as those of 
the hungry 


by nita mukesh ambani 


MUCH OF WHAT THE BEST COMPANIES DO 
today by way of CSR is an extension of 
the Indian tradition of sharing our 
good fortune with the society in which 
we work. Philanthropy in the Indian 
context is an extension of our age-old 
belief in Vasudhaiva Kutumbakam — 
wherein we regard the world as a fam- 
ily. All the men and women are thus 
our brethren. Of course, today we have 
moved well beyond this philosophical 
definition. For what we do in the name 
of philanthropy isn't born only out of 
love of humanity. It also stems from 
our efforts to address the biggest prob- 
lem humanity has created for itself — 
the increasing gap between the rich 
and the poor. I would go so far as to say that phi- 
lanthropy is today one of the firm planks, along 
with the rule of law and freedom, on which the 
structure of a vibrant civil society stands. 

Gandhiji had said that society is judged by 
how it treats its most vulnerable members. 
Coming, as I do, from a family whose most in- 
fluential member came up the ranks the hard 
way, it is difficult for me not to empathise with 
the disadvantaged members of our society. The 
Dhirubhai Ambani Foundation which I run is a 
tribute to the indomitable spirit of the founder 
ofthe Reliance group, and also seeks to address 
the issues he was most passionate about. In the 
past 10 years we have focused on education and 
healthcare simply because I believe these are 
the crying needs of our country. The Founda- 
tion tells you the story of our day-to-day efforts 
to create new possibilities for the poor. 

At its core is the distinction we have con- 
sciously made — between charity which is an 
act of giving without asking any questions and 
philanthropy which is driven by an objective. I 
am ofthe firm opinion that philanthropy has to 
have a larger goal, longer-term and more last- 
ing than merely to mitigate current misery. A 
school to me is the epitome of what we can do to 
pull an entire generation out of the trap of 
poverty. So what we need is a series of partner- 
ships — between government and the corporate 
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sector, between companies themselves and 
even between individuals and institutions. This 
will create a replicable model of imparting 
relevant education to those who are beyond the 
pale of the mainstream, and through learning 
and training bring them into the realm of 
opportunities that are being thrown up as India 
progresses. 

Some of us are privileged, often by circum- 
stance, often even by effort. That confers several 
benefits on us whether these be wealth or power 
or the ability to rouse others. What we need to 
remember is that every right comes with a con- 
sequent responsibility; every privilege with an 
obligation. It is this responsibility that we dis- 
charge when we engage in any philanthropic 
cause. It is also our way of acknowledging that 
the unequal structure of society that we have to- 
day cannot continue and even as we celebrate 
excellence and success, we must also do our bit 
to narrow the bottom ofthe pyramid. 

Despite what the various 'isms' ranging from 
capitalism to socialism have resulted in, I am 
convinced that all of us dream of an egalitarian 
universe where the basic minimum is guaran- 
teed to all and the opportunity of the maximum 
available to everyone. 

What we need to do is raise our culture of 
personal giving to the kind of planned philan- 
thropic activity which can make a lasting 
difference. In doing so, philanthropy becomes 
less an act of individual charity and more a true 
reflection of the connectedness of our global- 
ized world. 

I believe all of us can and do give in varying 
degrees. Sadly, it hasn't been enough. Poverty, 
hunger, malnutrition, disease, infant mortality, 
illiteracy and unemployment continue to be the 
scourge of our times. We also do not have the 
luxury of choosing one over the other. There is 
no hierarchy of suffering. The claims of the 
homeless on our time and resources are as ur- 
gent as those of the hungry. 

I believe more than money it is the time I am 
able to devote that is the true measure of my 
commitment to society. For that tests my re- 
solve to get involved, rather than the depth of 
my pocket. Ultimately, philanthropy for me is 
the means to an end — reducing the disparities 
in our society. To that end we have directed the 
attentions of our Foundation as well as the Re- 
liance group. So whether it is the work we do for 
the visually challenged or our HIV/AIDS inter- 
ventions, or even the underlying drivers for our 
business, to create employment opportunities, 
we are committed to making a difference. 





The author is President, Dhirubhai Ambani 
Foundation 
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CSR Special RIL 


Better Late 
Than Never 


RIL too has 
increased 
its CSR ini- 
tiatives to 
improve its 
image 


TRYING HARD: India’s 
largest private sector 
company is making a 

late but concerted entry 

into CSR 
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by Rajesh Gajra 


E T'S 1 AM ON 9 MAY 2008. THE DARK SKY 
| above the industrial belt in Hazira is 
barely visible. Thick smoke and fiery 
ochre flames continuously billow out 
— from the chimneys of Reliance Indus- 
7 tries. And it is not the only industry in 
~~ the area that is polluting the atmos- 
vam Essar, NTPC and Kribhco are also party 
to it. The Gujarat Pollution Control Board 
(GPCB) has not been able to verify whether the 
emissions are within the permissible limits. 
However, it did take action against seven com- 
panies for unlawful discharge of wastewater in 
to Ahmedabad's Khari river in 2006 and 2007. 
Reliances Naroda unit was also one of them. 
Reliance, India's largest private sector com- 
pany, worth Rs 138,371 crore has time and 
again faced public outcries. It has been em- 
broiled in controversial complaints and court 
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cases over the marginalization of small in- 
vestors in the past. It’s seen as a company that 
has managed to ensure that government poli- 
cies are in its favour at the expense of its com- 
petitors. And the ugly public spat over the Am- 
bani empire between RIL Chairman Mukesh 
Ambani and his younger sibling, Anil, took 
RIL's image to its nadir. 

Realising this, once Mukesh Ambani gained 
full control over RIL, he and his wife Nita, made 
a concerted effort to improve the company's 
image and embrace corporate social responsi- 
bility (CSR). 

The Reliance strategy for the task on its hand 
is to look at ways of making its money in cleaner 
and greener products, and also becoming so- 
cially responsible. It is also investing heavily in 
the development of alternative fuels and bio- 
sciences. "We will use sustainability principles 
to drive process innovation, new product devel- 
opment, improving manufacturing efficiencies 
and reducing material and energy consump- 
tion,” says Mukesh. To undo the damage to the 
environment, it is reducing its carbon footprint, 
curbing emissions, treating effluents and recy- 
cling water and waste. For a more human face, 
the hydrocarbon company has decided to de- 
velop corporate-community partnerships in 
which his wife, Nita, is deeply involved. 

"We work towards improving the quality of 
life of the people who are with us and around 








us, she says. For every Rs 100 that Reliance 
. . earned in profits in 2005-06, it spent 40 paise 
^. oncommunity initiatives. Even 20 years ago, at 

. the time when Reliances Hazira unit was being 
-. built, the founder ofthe Relaince Group, late 
Dhirubhai Amban vited executive director 

oin it. “He told meto en- 
around Hazira face any 
‘should take care of it,” 










problem, the ot 
Kohli recalls. |. 


Medical Help | 
Nine years ago, the: company built the Dhirub- 
hai Ambani Hospital at Lodhivali, near the old 
Bombay-Pune highway, to dispense free and 
subsidised health services. The hospital has so 
far treated 2,000 accident-trauma cases and 
> treated 5,500 villagers for free, besides provid- 
=<- ing subsidised treatment to another 20,000. 
c. At Mora village, near its Hazira petrochemi- 
cal plant in Surat, Reliance runs a well- 
equipped health centre. The centre treated 
2,000 patients for AIDS, 1,600 infected with 
sexually transmitted diseases and dispensed 
therapies for tuberculosis to 300 others. Other 
companies' CSR initiatives covering AIDS are 
limited to spreading awareness about and the 
prevention of the deadly disease, but Reliance 
goes beyond to fund treatments. 

As in the case of 28-year-old Amisha (name 
changed) who was brought to the health centre 
by one of the centres partner NGO in March 
this year. “I am feeling much better,” says 
Amisha, who was treated for TB pleural effu- 

“sion and AIDS complex by Reliance's chief 
medical officer, Dr Ashok Mewara. *I want to be 
a nurse so that I too can serve here,” says 
Amisha, whom Reliance has hired as a cook at 
= the centre. The company is duplicating the 
=>. Hazira model at its Jamnagar plant in Saurash- 
~ tra and Patalganga. 
" To fund corneal transplant surgeries, the 
_» company has also tied up with the National As- 
-sociation for the Blind (NAB). At Rs 5,000 per 
“surgery, it has restored sight for nearly 5,600 
people. NAB's honorary secretary Dinoo 
A Gandhi says, "Though we have tie-ups with var- 
ious eye institutes in 38 towns and cities, with- 
out Reliance's support we would not have suc- 
ceeded in reaching out to so many people. 
Normally, NGOs run after companies for dona- 
tions but, in this case, it is Reliance that is after 
me to ensure we reach out to as many people 
-as possible.” 


.Environment-friendly 

In Surat, it constructed a school for the Disable 
: Welfare Trust of India (DWTI) two years ago. 
The school has provided free education to 450 





disabled children from slums and underprivi- 
leged communities and is extending classes to 
12th standard. DWTT's president Kanubhai Fai- 
lor says, "This will open the door to higher edu- 
cation for 45 students a year." 

Reliance is also working to undo the damage 
it has done to the environment. In the mid-90s, 
it contributed to the Rs 30-crore Wier-cum- 
Causeway dam on upstream Tapi, the water 
source for industrial Hazira, putting an end to 
the diversion of farm water through an irriga- 
tion canal. Now it has started a project with 
rag pickers in Hazira for recycling non- 
biodegradable PET bottles sourced from them 
into a fluffy fibre used as pillow filling. This 
process is augmenting local incomes and reduc- 
ing company costs. 

New green technologies have helped RIL cut 
emissions of harmful gases at its plants by 1-3 
per cent, according to its Corporate Sustainibil- 
ity Report for 2005-06. The reverse osmosis 
plant at Jamnagar has cut water consumption 
there by 3 per cent and hazardous waster gener- 
ation by 26 per cent. 


Is This Enough 

Will Reliance succeed in cleaning up its image 
with these efforts? The carbon footprint shrink- 
age and success in environment projects of the 


largest Indian private sector company are still . 


not very high. “Petrochemical plants, such as 
Reliance, can become a zero-effluent discharing 
unit and meet minimal national standards,’ 
says Vinay Bharadwaj, director, green technol- 
ogy funding entity Green Ventures India. 

“The real risk is: what a single mishap can 
do,” says Surat-based NGO, Prayas Team Envi- 
ronment India’s founder Darshan Desai. 
“Scores of small dyeing and printing units care 
also discharging toxic effluents in the Tapi and 
Mindhola rivers. So, Reliance isn't the only sus- 
pected pollutant.” However, Desai, who has 
studied the Surat-Hazira belt closely, does not 
give a clean chit to Reliance on environmental 
impact. “Companies like Reliance either con- 
vert their raw materials it is using into end 
products or releases them in vapour or liquid 
form into the atmosphere.” 

Reliance’s baby steps towards becoming re- 
sponsible over the last 3-4 years are certainly 
yielding results. It escaped public outcries in 
the heated national SEZ debate over land ac- 
quisitions last year, as it is paying handsomely 
for them. And if it applies itself to CSR with the 
same zeal with which it implements its hydro- 
carbon projects, the results would SES be 
more than satisfactory. 
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Mukesh Ambani has 
realised the impor- 
tance of CSR of late 


Turnover: 
Rs 1,354,338 crore 


Profit: 
Rs 19,458 crore 


% of profit spent on COR 
(2005-06): 
0.4% 


Key CSR project and its 
achievements: 

AIDS-TB treatment centre 
in Mora village. Serving 
hundreds of contract 
labourers, truckers and 
villagers. 


Environment footprint: 
Sea water desalination 
plant ai Jamnagar 
provides water for one of 
the largest oil refineries 
in the world, 


Community development: 
Drishti Project, a 
nationwide corneal 
grafting drive for 
underprivileged where 
funding per surgery is 

Rs 5,000. 


Corporate governance: 
Normal compliance but 
during crucial events, the 
details of hoard meeting 
agendas and board 
resolutions are not 
adequate. 

tAll figures for FY 2007-2008) 
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GSR must 
he a call 
from within. 
Companies 
shouldn't 
take it as a 
mere public 
relations 
exercise 





pom g 


by suhel seth 


OF LATE, THE NEW MANAGEMENT MANTRA 
is to look beyond business. Companies 
and individuals now talk about giving 
back. Sustainability reports that were 
earlier never heard of, are now finding 
their way to opinion-makers. The new 
obsession with corporate India is CSR. 
Corporate Social Responsibility. A 
term, which is today much abused, 
much maligned and what’s more, com- 
pletely misunderstood. Having been 
an observer of corporate behaviour for 
years now, I can safely tell you that 
most companies in India treat CSR as a 
balance sheet sub-head and that is 
where they make a fundamental mis- 
take. I am in fact against the very term 


. corporate social responsibility because in some 


strange way it suggests a detachment, which is 
against the very credo of giving back to the com- 
munity. It is what we would disparagingly refer 
to as chequebook charity where you have only 
your bank balance engaging with the recipient 
but never your heart or your ethos. The prob- 
lems are plenty and it is important to enunciate 
them. Only so that companies can follow the 
right path and use yet another misunderstood 
word, a more sustainable way forward. 

Myth # 1: CSR is not a duty: it must come 
from within. It can never be mandated. It must 
emanate from empathy not sympathy. And thus 
it is different from charity and what's more, it 


can also be cleverly tied in with the needs of 


your company or brands. The Taj Group of Ho- 
tels recently unveiled the Varanasi hand-woven 
saree that will now be worn by all their front-of- 
house staff: in one stroke keeping the crafts- 
manship of the Varanasi artisan alive and his 
livelihood going. Preventing an art form from 
going extinct and at the same time adding to the 
image of the Group. Nestle undertakes several 
milk farmer co-operative movements in Punjab 
and more recently, Amul has enabled the for- 
mation of a natural vanilla farmers movement 
and launched a Natural Vanilla Ice-cream: in all 
of the above examples, they did not have to but 
they wanted to make a difference. Thus, giving 


IS HETRTTSETIM guest column 


back to the community must be a call from 
within: not something that will guarantee you a 
photo-op with the Prime Minister at the next 
Business Award ceremony! 

Myth # 2: CSR creates goodwill. The very fact 
that corporates approach the giving back to so- 
ciety with a bargain mindset is self-defeating. 
More than goodwill, which is largely eternal, I 
believe giving back to society creates a culture of 
goodness and strong values within the organi- 
sation. It helps build pride within all your key 
stakeholders: be they your employees or your 
shareholders. In many ways, it builds and en- 
hances respect. Organisations need to create a 
value-proposition where the giving back com- 
ponent is built on string support systems. It 
cannot be a department: it must become a way 
of life and that to my mind is something that is 
not happening in India save for places like the 
Tatas and Infosys: in the former it is a way of life 
and has been for over a century. In the latter, the 
founders, much like their American counter- 
parts have made strong personal commitments 
but I don't believe it has been institutionalised 
as yet. The problem is that companies in India 
have begun to use this whole area of giving back 
more as a public relations exercise rather than a 
belief they possess. Internationally, Shell has 
touted their environment initiatives but 
nowhere do they feature amongst the world's 
most respected companies because advertising 
and sponsored talk shows on television is not 
enough to create that well-spring of respect. 

Myth # 3: CSR is expensive. The fact that we 
still seek tax exemptions for any good that we 
do, shows us for what most of us really are. You 
don't need to be monetarily incentivised to care 
for your fellow human-beings and in this area I 
am delighted that in some of the more venera- 
ble business houses, the leadership itself has re- 
mained resolute in their commitments to hu- 
manity. Ratan Tata could have, if he wished, 
altered the ownership of Tata Sons by reducing 
the stake of the trusts which own 66 per cent of 
the holding company of the Tata Group! The 
fact that the Tata Trusts today continue to do 
amazing work (setting up yet another cancer 
hospital, this time in Bengal) is reflective of the 
DNA that needs to be established if you really 
care about giving back. Companies need to see 
their spends as investments. Investments in the 
affection, the respect and the revenues they will 
see emerge from this kind of giveback to society. 

The time for Indian business to engage with 
their communities has come. This is what will 
deliver them real sustainability and a lot of joy. 
This should be their real dharma as it were. 





The author is CEO of Counselage 
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Companies 
get eager 
to harness 
the power 
of the sun 
in India 
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‘Td put my money on the sun and solar energy. 
What a source of power! I hope we don't have to 
wait till oil and coal run out before we tackle 
that." 

— Thomas Alva Edison, in 1931 


FOLKS AT THE MINISTRY OF NEW AND RENEWABLE 
Energy (MNRE) are thrilled to bits. The sudden 
spurt of interest and investments in solar en- 
ergy after the national semiconductor policy 
was announced last year is proof of their 
progress and evangelisation, as they deem it. 
Under the policy, the Centre agreed to bear 20- 
25 per cent ofthe capital expenditure of a semi- 
conductor manufacturing or associated facility 
during the first 10 years, subject to the condi- 
tion of a minimum investment of Rs 2,500 
crore for semiconductor manufacturing plants 
and Rs 1,000 crore for ancillary plants, includ- 
ing solar cell fabrication units (fabs). 


il solar power 


That was the trigger for many players to rush 
into the solar photovoltaic (PV) space. With 
over $7 billion worth investments in PV units 
sanctioned in the new Fab City that is coming 
up in Hyderabad, and close to Rs 600 crore set 
aside for R&D in this area in the Eleventh Plan, 
the government's solar programme is finally 
showing signs of growth. 

But, according to Amol Kotwal, industry 
manager for energy & power practice at Frost & 
Sullivan, South Asia & Middle East, “This sud- 
den investment into solar PV is only to take ad- 
vantage of the benefits and incentives being of- 
fered by the government at this point. At 
present, the APAC solar PV market is a mere $3 
billion-3.5 billion, hardly 20 per cent of the to- 
tal global market. India will become a serious 
player in the space only when we are able to si- 
multaneously create a domestic market for 
products based on solar electricity. Until then, 


The Sun In 


e Backvard 


by Dhanya Krishnakumar 
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we are merely playing the role of a supplier for 
countries such as the US, Europe and Japan, 
which are way ahead in their use and applica- 
tion of solar energy.’ 

Explains K. Subramanya, CEO of Tata BP So- 
lar, “We have been around since 1989 and have 
seen the industry grow from scratch. All Indi- 
ans have this tendency for herd behaviour and 
that's exactly what we are seeing in the case of 
solar now. The enthusiasm is all very well, but 
not many have done their homework and drawn 
up a long-term sustainability plan.” 

The project phase itself takes about two years 
and only then will we get a clear picture of how 
much actual installed or generation capacity 
many of the players really have. “And that will 
be the acid test. That will determine the serious 
players,” says Subramanya. India's theoretical 
solar power reception just on its land area is 
about 5,000 trillion kWh per year. The daily av- 
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erage solar energy incident over India varies 
from 4 to 7 kWh/sq mtr. with about 2,300- 
3,200 sunshine hours per year, depending on 
location. This is far more than current total en- 
ergy consumption. Which, even assuming 10 
per cent conversion efficiency for PV modules, 
will still be a thousand times greater than the 
likely electricity demand by the year 2015. 

Tata BP Solar recently signed an agreement 
with Calyon Bank (Credit Agricole CIB) and 
BNP Paribas to raise Rs 3.1 billion to fund its so- 
lar cell expansion project from the present in- 
stalled capacity of 128 MW to 300 MW by 2012. 
Players such as California-based Signet Solar 
are also planning three PV manufacturing units 
in India at an investment of over $2 billion. 
Moser Baer is investing close to $1.5 billion; Ti- 
tan Energy Systems is planning an investment 
of $750 million, Nanotech Silicon India $2 bil- 
lion, and Hindustan Semiconductor Manufac- 
turing Corporation $1 billion. Reliance Indus- 
tries has also approached the government with 
plans to set up a semiconductor wafer fabrica- 
tion plant and solar PV module unit at a total 
outlay of over Rs 30,000 crore. Who then are 
the serious players in the field? 

Explains Kotwal of Frost & Sullivan, “Signet 
Solar will become the largest player in the solar 
space, if they manage to meet their plan of 300 
MW installed capacity by end of 2008. Tata BP 
Solar, with a total capacity of 200MW, will then 
be relegated to second place. But Moser Baer is 
the one player that is investing in the entire 
value chain of solar. In fact, they have recently 
acquired a firm in Slovenia that manufactures 
polysilicon. By 2010-11 they could become a for- 
midable player in this space.” 


Silicon Troubles 

Photovoltaic refers to the creation of voltage 
from light. SPV systems directly convert sun- 
light into useful electricity. This process is 
called the photoelectric effect. The energy gen- 
erator in a PV system is the solar cell, which are 
essentially thin wafers of silicon. These cells 
when connected in series and parallel consti- 
tute a solar panel. The types of solar panels pop- 
ularly in use are: a) crystalline silicon cells and 
b) thin-film cells. Currently, all the PV panels 
manufactured and sold in India are composed 
of crystalline silicon cells. 

The photovoltaic effect was first recognised 
in 1839 by French physicist Alexandre-Edmond 
Becquerel. However, it was not until 1883 that 
the first solar cell was built, by Charles Fritts, 
who coated the semiconductor selenium with 
an extremely thin layer of gold to form the junc- 
tions. The modern age of solar power technol- 
ogy arrived in 1954 when Bell Laboratories, ex- 
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@ The national semicon- 
ductor policy an- 
nounced last year has 
triggered investement 
in solar photovoltics. 

e India’s solar power re- 
ception is about 5,000 
trillion kWh per year, 
which is a thousand 
times greater than the 
likely electricity de- 
mand by the year 2015. 





KE i solar power 





perimenting with semiconductors, accidentally 
found that silicon doped with certain impuri- 
ties was very sensitive to light. 

But even as investments are pouring in for 
setting up solar PV units, overthe past few years 
the solar photovoltaic market has been facing 
one of its biggest challenges — a severe shortage 
of polysilicon, a key component of most solar 
panels. Explains Tata BP Solar's Subramanya, 
"Four years ago we got chips for close to $26 
while now we are shelling out close to $200. 
The biggest issue was that nobody planned for 
the future and invested in capacity building. So 
the sudden rise in demand has left them scram- 
bling for chips. But our bet still remains silicon.” 

Another player betting on silicon is XL Tele- 
com & Energy Ltd, which is planning to invest 
in a solar PV plant in Hyderabad. According to 
Dinesh Kumar, their CEO & Managing Direc- 
tor, “We've invested over Rs 20 crore in solar. 
And this year we intend to invest Rs 350 crore" 

Adds Kotwal of Frost & Sullivan, "The de- 
mand-supply gap is expected to continue well 
into next year. But post that we will see supply 
slowly catching up. But having said that, there 
is no doubt that polysilicon is the best technol- 
ogy for India, given that it is a tried and tested 
one, and has a higher rate of efficiency than 
other technologies, such as thin film.” 

According to a recent report by Solarbuzz, 
world solar cell production reached a consoli- 
dated 3,436 MW in 2007, up from 2,204 MW a 
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year earlier. Despite polysilicon production for 
both solar and semiconductor use rising 30 per 
cent in 2007, it remained the most capacity 
constrained part of the PV chain. On the de- 
mand side, demand from the semiconductor in- 
dustry is expected to grow at steady one-digit 
rates, with demand for solar-grade polysilicon 
expected to reach over 50 per cent of the total 
demand for high purity silicon in 2008-2009. 
As many as 21 new entrants started manufac- 
turing polysilicon during the year. Japanese 
producers continue to lose ground, only ac- 
counting for 26 per cent of global production, 
while Chinese manufacturers raised their share 
from 20 per cent in 2006 to 35 per cent in 2007. 


Alternative Technologies 

Meanwhile, alternative technologies, such as 
thin film production, more than doubled from 
181 MW in 2006 to 400 MW in 2007, account- 
ing for 12 per cent of total PV production. 
Moser Baer India is the first company to invest 
about $1.5 billion in thin-film photovoltaic and 
has plans to ramp up to 600 MW over the next 
two years from the existing project capacity of 
40 MW. This will be done in partnership with 
Applied Materials. Explains Ravi Khanna, CEO 
of Moser Baer Photo Voltaic, "While everyone is 
latching on to PV now. we are moving to thin 
film technology. Globally, given the rapid 
growth of the photovcltaic industry, there is 
currently a shortage of silicon wafers, a kev raw 
material for the photovoltaic industry. We have 
implemented a three-pronged model for secur- 
ing raw material supply through a mix of strate- 
gic investments in silicon manufacturing, long- 
term wafer supply contracts and spot 
purchases. Our photovoltaic manufacturing ca- 
pacities for crystalline silicon and thin film 
technologies are coming up in Greater Noida 
and Sriperumbudur.” 

For Applied Materials, Moser Baer is its first 
customer for thin film technology in the world. 
The company has invested significantly to de- 
velop the solar portfolio by acquiring two com- 
panies — HCT, a wafering systems company in 
Switzerland, and Baccini, leaders in screen 
printing technology in Italy. Adds Applied Ma- 


terials’ Shanmugasundram, “The primary ob- 


stacle to solar taking off in India is high interest 
rates. Since solar involves higher upfront capi- 
tal cost, PV power that would cost around Rs 5 
per unit in developed countries can cost up to 
Rs 7-8 in India. The second is availability of 
panels. Local manufacturing and capacity build 
up may be necessary to address this gap.” 

Apart from the government incentives, what 
is the one factor that is tempting companies to 
bet on solar? Analysts say, the demand in devel- 


oped countries is the primary reason behind 
this unprecedented interest. Countries such as 
the US, Germany and Japan are looking at re- 
ducing their carbon footprint by resorting to re- 
newable sources of energy, while also building 
up energy security. Adds Subramanya, “As of 
now, the total installed capacity in India is 
about 130 MW, of which almost 105 MW is ex- 
ported. The domestic market needs to be cre- 
ated and that is the onus ofthe government and 
the players in this space" 

According to Roth and Rau, a Germany- 
based solar cell manufacturing solutions 
provider, India still is not among the world's top 
10 solar energy generators. But at the current 
20 per cent annual growth, India can emerge as 
the fourth largest generator of solar energy after 
Germany, Japan and China in the coming years. 

Explains B. Shivalingaiah, former managing 
director of Karnataka Renewable Energy De- 
velopment Limited (KREDL), “It’s only in the 
past five years that we have begun to see interest 
and activities pick up in this sector. Individual 
states have followed the MNRE mandate and 
implemented solar PV programmes. In fact, 
Karnataka has a sizeable market for these prod- 
ucts, especially solar water heaters, given that 
urban people prefer hot water for bathing. Also, 
we offer rebates on electricity bills to the tune of 
Rs 250 a month for people using solar water 
heaters, which also helps promote the usage of 
these products." Adds Shanmugasundram of 
Applied Materials, *We believe the market for 
solar panels can be big in India and can address 
its power needs. In addition, solar energy can be 
viewed as a distributed power source, reducing 
wheeling costs and cost of infrastructure, as 
well as reduction in transmission losses.” - 


Bright Future? 

But despite the growing exuberance and inter- 
est in solar, India is still years away from seeing 
maturity. According to players and experts on 
solar, there is an unmistakable dearth of under- 
standing about the technology and its varied 
uses. According to Moser Baer's Khanna, “The 
next 3-5 years are going to be extremely critical 
for solar power. But by 2011 we will see this in- 
dustry standing on its own." 

The recognition though has to start with gov- 
ernment and policies need to be put in place 
that encourage lower cost technologies and 
wider adoption to meet the country's energy 
needs. And unless that is tackled head-on, the 
intended effect of solar becoming one ofthe pri- 
mary sources of energy will remain a distant 
dream. 
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People are 
putting the 
best- 
seller's 
principles 
to practice 
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by Sumati Nagrath 


THERE'S A NEW MIRACLE 'LIFE-CHANGER' AROUND 
town. According to its website, a 42-year-old 
man from San Jose used it to beat stage three 
testicular cancer; a 35-year-old Australian 
woman landed her dream job; a 26-year-old 
Iraq-war veteran from Idaho successfully dealt 
with post traumatic stress disorder, a failed 
marriage and poverty; and a 42-year-old 
woman from Arizona acquired new living room 
furniture just when she thought she'd have to 
continue living in a bare house. 

What's the secret? Actually, it is The Secret, a 
neatly-packaged hardbound book that meas- 
ures just 5.5 X 7.5 inches — smaller and slim- 
mer than your average paperback. Written by 
Australian TV producer Rhonda Byrne — 
named one of the world's 100 most influen- 
tial people by Time magazine in 2007 — the 
book has sold 7.5 million copies worldwide 
since its publication in November 2006. In 
fewer than 200 pages, Byrne reveals the 'secret 


that can help you 
achieve ‘whatever you want. 
While the miracles are yet to 
show up in India, The Secret continues to 
make its way from the self-help sections of local 
bookstores into the homes and offices of several 
people across the country. Venkatesh Kumaran, 
the Bangalore-based country manager of Wind 
River Systems, is one of 150,000 Indians who 
have either bought the book themselves or have 
been gifted a copy by well meaning friends or 
colleagues over the past year and half. "The 
book is simply written and yet conveys a power- 
ful message; says Kumaran, who describes 
himself as a *deeply spiritual" person. "Its cen- 
tral message is that if you have a clear goal, have 
faith in it as well as an unwavering positive atti- 
tude, then that goal becomes easily attainable.” 


Pssst... Do You Know? 

Byrne — who first presented The Secret in an 87- 
minute film which was released on DVD in 
March 2006 — defines The Secret as the Law of 
Attraction, which she calls *the most powerful 
law in the universe". Simply put, it means like 
attracts like. According to Byrne, people are like 
magnets and we attract the things that we really 
want into our lives by thinking and feeling a 
particular way. So, concludes Byrne, our 
thoughts are the most powerful thing in the 
universe and the key to achieving what we really 
want, is to think positively. 

The idea appeals to Stuart Crighton, the chief 
operating officer of the Mumbai-based travel 
website Cleartrip. Crighton read the book out of 
curiosity, and felt compelled enough by its 
*healthy message" to pass it around to col- 
leagues in his office. Today a number of people 
at Cleartrip, right from the CEO down to the 
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marketing executive have read The Secret. 

But does the three-step method of “ask, be- 
lieve, receive”, which, according to Byrne, is the 
essence of the Law of Attraction, work? Know- 
ing what you want and asking the universe for 
it, feeling and behaving in a manner that the ob- 
ject of your desire is already yours and being 
open to receiving that object — material or non 
material, works for Kumaran, who has recom- 
mended the book to many of his friends. “I have 
tried following the principles it talks about and 
they have worked for me,” says Shiva Kumar 
Kolikalapudi, technical manager with LSI 
Logic in Bangalore. He singles out Byrne's as- 
sertion that the universe does not register nega- 
tives, such as n-o-t. “I have used the principle as 
a tool to stop thinking about people who have 
been irritants in my life — and it works.” 

. But the workings of The Secret are not always 
so apparent. “It is hard to pinpoint the impact of 
just this one book on the thinking and working 
of the company, as we have a culture of passing 
around books and other materials that cultivate 
a healthy and positive work culture,” says 
Crighton. He admits having tried to apply the 
power of positive thinking while navigating the 
treacherous Mumbai traffic, though. 

Others too find it hard to separate the impact 
of this particular book from other literature 
that they have read or the schools of thought 
that they prescribe to. Sajili Shirodkar, Mum- 
bai-based director of Madhubun Books, has 
gifted The Secret to “so many people” because “it 
is a powerful book that conveys a complex mes- 
sage simply and beautifully”. However, for Shi- 
rodkar, much like Kumaran, the idea of the Law 
of Attraction is itself not new. Kumaran has 
been practising the Art of Living for close to 
seven years and Shirodkar has been part of 
Kryon Source Education for close to a decade. 
And for both of them all that The Secret does is 
reinforce the values, principles and practices 
that they already follow. 

So if the book really does not reveal anything 
that is earth shatteringly original, then what ex- 
plains the success of this publishing phenome- 
non that has apparently touched the lives of 
millions across the world? 


The Secret Behind The Secret 

Byrne says she first came across The Secret in 
2004, when her daughter gave her a copy of 
The Science of Getting Rich, written by Wallace 
D. Wattles in 1910. She traced its origins 
through centuries and found that the “greatest 
people in history”, such as Buddha, Aristotle, 
Victor Hugo, Winston Churchill and Martin 
Luther King Jr, were all aware of and had used 
The Secret. 


While several other authors have talked 
about both the power of positive thinking and 
the law of attraction — Joseph Murphy in Power 
of Subconscious Mind, Esther Hicks in Ask and 
it is Given, Norman Vincent Peale in The Power 
of Positive Thinking — no one has quite pre- 
sented it in this manner before. “The Secret has 
distilled spirituality in a package that appears 
out-of-this-world yet is completely believable,” 
says Shobhit Arya, chief of Wisdom Tree, a 
Delhi-based publishing house. According to 
Arya, the promise of almost instant gratifica- 
tion that the book offers is “too tempting to be 
resisted”. 

Others agree with his assessment. “If the 
question is: Is this a book that has changed my 
life? The answer is no,” says Sheila Singla, 
principal associate of Gurgaon-based 
Chrysalis HRD. “But it is a refreshingly sim- 
ple book that can and does empower people 
who want to have a degree of control over 
their lives.” 

There has been a shift in attitudes, says 
Singla. Whereas a generation ago people still 
believed in destiny, today’s youth want to 
take control. They want a better home, a bet- 
ter job, a better car, better relationships and 
so “they may turn to a book like The Secret 
that promises that to them’, she says. 

It is a book that on the one hand tells you 
that “It’s not your job to change the world, or 
the people around you" and on the other re- 
assures you that "The earth turns on its orbit 
for You. The oceans ebb and flow for You. The 
birds sing for You. The sun rises and it sets for 
You. The stars come out for You.” This combina- 
tion seems to have appealed to many. 

Butthat is not the key takeaway for Kumaran, 
Kolikalapudi, Crighton, Shirodkar, Singla or 
others. It seems that the real USP of The Secret 
is the utter simplicity with which it explains the 
workings of the Law of Attraction and the testi- 
monies of those who have benefited from it, in- 
cluding the “secret teachers" such as philoso- 
pher Bob Proctor, psychologist Denis Waitley, 
and motivational speaker Jack Canfield. 

But chronic sceptics abound. One of them is 
Atin Kapur, a London-based business manager 
with Platts, a division ofthe McGraw-Hill Com- 
panies. If one comes into work with the same 
passion, focus, drive and determination every 
morning, one will walk out every evening with a 
sense of achievement, he says. This will eventu- 
ally lead to success and tangible benefits such as 
money, bank balance, etc. “My question is, do 
you really need a Rhonda Byrne to tell you that? 
Not really.” 
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Makeover 


Magic 


by Piya Singh and Meghana Biwalkar 


Old firms 
are chang- 
ing their 
logos to 
create new 
markets 


ON A NEW PATH: Adi 
and Jamshyd Godrej 
have given their 110- 
year-old company an 
image makeover to 
attract the youth 


ADI GODREJ, CHAIRMAN OF THE RS 7,500-CRORE 
Godrej Group, runs his hair-colour-to-real-es- 
tate empire out of an old-fashioned office build- 
ing with ancient marble floors, wide staircases 
and a wood-panelled conference room replete 
with lion-headed chairs that reflect the group's 
century-old heritage. Still, what stands out in 
the room is contemporary artist Anjolie Ela 
Menons work, which covers an entire wall. The 
renowned artist's work is not the only evidence 
of Godrej's interest in the changing times. The 
opposite end of the room is dominated by a 42- 
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inch plasma screen displaying the new logo of 
the group in ruby, green and blue, representing 
energy, innovation and growth, respectively, an 
attempt to rejuvenate the 110-year-old brand. 

"The business environment has changed 
tremendously,’ says Godrej who is investing 
over Rs 100 crore in the rebranding exercise, in- 
cluding Rs 18 crore worth of advertising over six 
weeks during the Indian Premier League 
cricket matches. “We thought it was time to re- 
fresh the brand and look for a fresh positioning 
that appeals to younger customers.” 

Godrej, however, is only one of many Indian 
corporate houses that is wooing the young by 
repositioning its brand. There have been a 
flurry of brand re-launches, change in logos and 
repositioning across product categories from 
automobile tyres to retail chains over the past 
five months. 

Whether it’s the demise of the 25-year-old 
Ceat Rhino, the spanking new boxy black-and- 
white Shoppers Stop signage or slimming clinic 
VLCC’s lush green and aqua blue logo for its 
skin and hair care products, Indian consumers 
are being treated to a time-tested marketing 
strategy. “A brand is a bundle of associations 
just like a product is a bundle of features. And, 
just as it is imperative to upgrade the features in 
a product over time, it is important to upgrade 
brand associations. So, a change in logo, or the 
evolution of a brand’s identity shouldn't really 
surprise us,’ says Piyush Kumar, associate pro- 
fessor of marketing at the University of Georgia, 
who also consults in the areas of brand strategy 
and teaches at ISB, Hyderabad. 


Targeting The Youth i 

That may be true, but Indian brands that have 
been around for several decades seem to have 
suddenly discovered the elixir of youth. “Indian 
companies find that they are out of sync with 
their rapidly evolving consumers, and this 
is compelling them to change,” says brand con- 
sultancy Ray+Keshavan’s Director Meeta Mal- 
hotra. The consultancy has given a new look 
to over 20 logos since 2007, including Ceat, 
Shoppers Stop, Jammu & Kashmir Bank and 
Arvind Mills. 

Market research commissioned by Shoppers 
Stop revealed that while customers aged 18-30 
years shopped at the chain, they had problems 
associating with the brand. Similarly, in the 
case of Ceat, while in the 1980s and 1990s, tyres 
were expected to be tough enough to deal with 
bad roads, customers no longer consider this as 
key in a purchase decision. Ceat’s own research 
indicated that, with several new automobile 
models in the market and an improvement in 
road conditions, younger customers are keener 











THE OLD MEETS THE NEW 


























on performance. The surveys also found that 
the consumers felt that the brand values were 
stagnant. “We don't want to lose brand rele- 
vance with the youth,” says Arnab Banerjee, 
Ceat India’s vice-president for sales and mar- 
keting. “If we didn't take action now, we may 
have faced some trouble in the future.’ 


The Bottom Line 
Eventually, it's all about the chase for the wallet, 
and younger customers have more money now 
to spend than ever before. “Brands are follow- 
ing the money as the younger population is get- 
ting wealthier and companies realise the need 
to take their brands to where the money is,’ says 
Kumar. Having said that, he believes that 
brands typically seek a new identity for three 
key reasons. 

First, and probably the most obvious factor 
that encourages the change is that Indian 
brands have to now face more competition, es- 


pecially from global players and, therefore, the 


legacy bundle of associations may not be appro- 
priate any more. Ceat is a good example where 
the No. 4 brand in terms of market share (after 
JK Tyres, MRF and Apollo) is gearing up for in- 
ternational competition as there are talks of 
several new brands entering the sub-continent. 
As Ceat tries to capture the imagination of the 
20-something Indian consumer, its new logo is 
more youthful in deep blue and orange, and 


with a simple and clutter-free design. There is 


an emphasis on the letter E, which represents 
raising the bar and signifies energy. However, 
the company's advertising campaign, which 
says "Change is inevitable", seems to lack a clear 





positioning. "MRF and JK Tyres have a strong 
association with motor racing,” says Rajiv 
Arvind, 29, a motoring aficianado, "This has 
helped them connect with the youth. Ceat, on 
the other hand, had built up its image with the 
Rhino and its tag line 'Born Tough. However, 
the new logo has diluted that image. The new 
campaign doesn't tell me much either except 
that the brand is changing." 


Repositioning 

According to Piyush Kumar, the second reason 
why brands seek a new identity has to do with 
the need to upgrade the segment in which they 
operate. Take Shoppers Stops recent attempt to 
move up the value chain, for instance. "We ve 
been trying to re-position ourselves from being 
perceived as a premium brand to a luxury 
brand,” says Managing Director B.S. Nagesh. 
"The process started three years ago as we 
started stocking merchandise from MAC, CK, 
GAP, Chanel and FCUK at our premium stores.” 
The home-grown retail chain is also addressing 
the 18-25-year-old customer, which is more 
fickle and is familiar with global brands and 
benchmarks. 

The chain has tried to make the shopping ex- 
perience more contemporary with smartly-de- 
signed new uniforms for employees, special ar- 
eas in the trials rooms for keeping mobiles and 
wallets, and a nine-hour radio channel that 
pelts out English music. Even the shop floor has 
new signage and improved access to stocks. The 
chain's loyalty cards look more upscale and so 
does the new hard-paper shopping bag that has 
images of international movie stars, such as 
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Marilyn Monroe and Audrey Hepburn. The 
changes have also extended to Shoppers Stop's 
communication strategy. The tag line has 
changed from 'Shopping and beyond' to 'Start 
something new. “The new logo does give a very 
international feel to the store,” says Harshada 
Manjrekar, 30, a chartered accountant by pro- 
fession and a regular at Shoppers Stop. 


Multi-tasking 

Third, brand ambitions change over time as 
brands move from serving one product category 
to becoming multi-category players. VLCC is 
one such company. It introduced its personal 
care range in 2005 that sold only at the VLCC 
centres. The next step was to take these prod- 
ucts into the market and sell them through var- 
ious retail formats. In 2007, the company con- 
ducted an audit regarding the product portfolio 
and its perception in the market. “We found 
that though customers recognised the brand, 
they were ignorant about the fact that it offered 
products to suit skin and hair problems,” says 
VLCC' personal care CEO Harmeet Pental. 
Thus, the focus of its current re-positioning ex- 
ercise is to promote VLCC as a natural-product 
company that has solutions for skin, hair and 
other cosmetic problems, too. 

The company has launched a new logo for 
VLCC Natural Sciences and while the core 
brand VLCC is intact, the new green logo repre- 
sents ayurveda and herbal remedies. The brand 
is also planning to invest in more R&D to come 
up with new solution-based products that will 
address common problems such as acne and 
hair fall. Several global brands have managed 
this transition beautifully, whether it’s IBM 
repositioning itself from a hardware company 
to a global consulting company, or Nike’s 
change in image from an athletic footwear 
brand to a complete sportswear brand. 

Often, logos are changed and brands are 
given a new identity after a merger and acquisi- 
tion. For instance, after British telecom giant 
Vodafone bought a 67 per cent stake in telecom 
operator Hutchison-Essar last year, the logo 
was changed. But Vodafone retained the pug as 
a mascot since it delivered on a strong brand as- 
sociation. Sometimes, there are other factors 
that necessitate this change. For instance, UTI 
Bank was renamed Axis Bank last year as the 
bank was not willing to accept terms and condi- 
tions (including royalty charges) from UTI 
AMC to use the name. 


Tough Task 

Whatever the motivation, launching a new 
brand identity is a challenging and time-con- 
suming move that needs to be followed up by 
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delivering on the brand promise. It is also an ex- 
pensive exercise (see table "The Old Meets The 
New’ on page 67). It involves research at differ- - 
ent levels, including workshops and interviews 
with senior teams to understand their vision for 
the future, employee research that gives them a 
chance to voice their opinion anonymously, 
consumer research, mystery shopping, retail 
audits and factoring in global trends and prac- 
tices. Despite this, sometimes new identities fail 
to impact sales. For instance, Dell in the US was 
a well-entrenched PC brand operating in a not 
very lucrative market. It attempted to reposi- 
tion itself as a consumer electronics brand. 
"However, the competencies of the brand did 
not move in the same direction and the market- 
ing exercise showed little impact,’ says Kumar 

Indian marketers seem to be aware of this. 
Ceat is considering investments worth Rs 1,000 . 
crore to develop new radial tyres and speciality 
tyres to appeal to younger customers. Besides 
appealing to a younger audience by using inter- 
active sites such as Youtube and MySpace to 
gather feedback, it is trying to hire younger peo- 
ple, and organise salsa classes and yoga at work. 
"Employees were emotionally attached to the 
Rhino,” says Banerjee. “Thus, it required alot of 
efforts to make them understand the reasons.” 

Phasing out the old brand and bringing in the 
new needs a streamlined programme that max- 
imises return on investment. Every interface 
needs to be re-configured and changed. *For 
large organisations, this is a huge exercise,’says 
Malhotra. "Imagine changing the face of 3,000 
branches for Canara Bank.” But if the effort 
works, the payback is worth it. 

As Paul Thachil, Chief Executive Officer 
(Dairy and Foods) Mother Dairy Fruit and Veg- 
etable Private Ltd. puts it, *Mother Dairy initi- 
ated a rebranding exercise five years ago. This . 
coupled with market expansion, increased dis- 
tribution width and continuously providing in- 
novative products across categories have helped 
us to achieve a growth rate of 25 per cent over 
the last four years.” Parle, which re-launched its 
mango drink Frooti in 2005 to expand its con- 
sumer base from mothers and children and 


repositioned the apple drink Appyto appeal to a 


more mature audience (with champagne flutes 
on the product pack) in 2004, says Nadia 
Chauhan, Director (Marketing), Parle Agro, 
that both the brands achieved high sales figures 
soon after the exercise. That's what Godrej is 
banking on as he pays several crores to change 
the face ofa brand that has represented his fam- 
ilys business interests for more than a century. 
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Inflation, The 
New Danger 


by bill emmott 


ECONOMICS IS ALWAYS CAPABLE OF SURPRISING 
us. Economies are complicated things, in 
which movements of money and of produc- 
tion of goods and services have to be blended 
with questions about people's optimism and 
pessimism, hopes and fears. And this has 
become more complicated as economies 
have become more globalised. 

The latest reason to be surprised about ec- 
onomics has arisen from the worldwide rev- 
ival of inflation. Why? Because only a year or 
two ago, many people said inflation had been 
permanently suppressed thanks to skilful 
central banks and the emergence of low-cost 





The world's 


they are profiting from high energy and nat- 
ural resource prices, it is because they are 
selling those resources to consuming na- 
tions. We cannot separate these factors. 

So, is the world headed back into rapid in- 
flation like in the 1970s and 1980s? If so, it 
will have implications for all of us, for every- 
one whose pension income depends on in- 
vestments, and for everyone who wants to 
feel confident about their own savings. But if 
that is so, what about the credit crunch af- 
flicting the US and Europe? Is that a myth? 

These are difficult questions. We cannot 
be sure which forces surrounding us are per- 
manent and which are temporary. Inflation 
in China, India and elsewhere might be due 
to temporary shortages of some food items, 
which the next harvest could correct. Perhaps 
later this year, food prices will start to drop. 

But I doubt that this will be the case. The 
reason is simple: money. In the past, most 
popular explanations of inflation have fo- 
cused on the shortage of goods, especially 
food. They have overlooked the role of 


producers of goods and services in China and most pressing money. And yet the fastest inflation seems to 
India. With more than two billion people in- 2 E be occurring in economies in which money 
volved, surely this trend of cheap labour and job 1S has been abundant: where high local savings 
low-cost competition would last long? controlling have been reinforced by huge corporate prof- 
Another reason for surprise is that since s its and by lax constraints on bank lending. 
August 2007 the world’s biggest economies inflation, not That has been true of China for the past 
— the US and Western Europe — and the resolving the two years, and of India during roughly the 
world’s leading banks have been suffering * same period. It has been spectacularly true 
from a 'credit crunch. When banks lose bil- subpr ime of the Arab oil producers in the Middle East, 
lions, loans turn sour and lending terms for crisis in where governments have kept their curren- 


households and companies are tightened, 
inflation is expected to fall. At the very least, 
once the US economy began to slide, it was 
expected to ease the pressure on prices all 
around the world. America’s central bank, the Federal Re- 
serve, made dramatic cuts in interest rates, but we were told 
that this would not bring dangers of inflation because there 
would be at least a slowdown in the world’s biggest economy. 

Yet, the opposite has happened. In China, consumer price 
inflation has exceeded 8 per cent. In India it has passed 7 per 
cent. In Russia it is more than 12 per cent. In most Arab oil 
producing countries it is 10 per cent or more. In Argentina it 
is rising towards 20 per cent. In the EU, it is about 3 per cent 
and in the US, it is 4 per cent. Even in Japan, which has been 
worrying about deflation for the past decade, inflation has 
risen to 1 per cent, its highest for many years. 

To some extent, we can explain this by saying that the fast 
growing countries of Asia, Latin America and Eastern Eu- 
rope are operating on their own dynamics. But then, they are 
closely connected to the rest of the world. They live on trade. 
They have enjoyed huge amounts of foreign investment. If 


the US 


cies tied to the US dollar and so followed US 
interest rates downwards as the Fed has cut 
its rates. It has also been true of Russia and 
of the commodity exporters of Latin Amer- 
ica such as Argentina and Venezuela. All this has occurred in 
an international environment in which the priority of west- 
ern central banks has been to keep providing more and more 
money, to avoid the financial system becoming paralysed. 
The result is that it is coming to feel as if the world’s real 
economic problem is not the US credit crunch on which we 
have all been focusing. Instead, it might well be the inflation 
that is resulting from the huge glut of savings in emerging 
markets. That inflation will have to be stamped out, if it is 
not to result in social instability and in the discouragement 
of business investment. It may well be that the process of 
bringing inflation back under control is actually the most 
important task facing the world — not a resolution of the 
infamous subprime mortgage problems in the US. 








The author is a former Editor of The Economist. 
policyworld.bw@ gmail.com 
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Building The 
Backbone 


by Rajesh Gajra 


IF THINGS CONTINUE TO GO THE WAY THEY ARE, 
and should, you could be using stocks in your 
demat account to transact the way you use the 
balances in your bank account: easily, quickly 
and seamlessly. Even as in the past few weeks, 
the trading side of the capital market — the 
front end — has been abuzz with news of direct 
market access, program trading (see ‘Direct 
Benefits, BW, 21 April 2008), operationalising 
securities lending and borrowing, short selling, 
etc., a technological re-tooling and re-working 
is taking place out of the media glare. 

The critical back-end technology-intensive 
securities transfer and holding system of the 
two depositories in the country has been 
undergoing a sort of silent revolution: 


NSDL and 
CDSL are 
using tech- 
nology to 
improve 
services 


tures to be able to accommodate the new 
and innovative products that are likely 
to evolve at the front end, besides 
strengthening existing systems, proce- 
dures and practices. j 
The two depositories — National £ 
Securities Depository (NSDL) and 
Central Depository Services (CDSL) af | 
— sit at the centre of a vast network 1 
of brokers, dealers and investors. m] 
Brokers and dealers are the deposi- 
tory participants (DPs): think of 
them as branches of your bank that 
is headquartered in the deposito- 
ries. And let's not forget the all- 
important ‘customer’ or investor: 
improvements in technology 
impact DPs and also have an 
indirect impact on investors, 
both retail and institutional. 
Both DPs and investors have 
reason to be pleased at the 
recent initiatives undertak- 
en by NSDL and CDSL. 
Six years ago, both 
depositories began pro- 
viding an internet-based 
feature in their systems 
that enabled investors to 
submit debit instructions 


upgrading technology and adding new fea- f | 
^ 


TECH RULES: 
Technology is the 
enabler of cross-border 
financial market 
transactions 














capital markets 


on their demat accounts to their DPs online 
when they sold their shares in the market. 
NSDL’ feature, called 'Speed-E, is accessed 
through a secured website https://speed- 
e.nsdl.com and CDSL'S feature, called ‘easiest’ 
is accessed through www.cdlsindia.com. 

One way of giving online debit instructions is 
through a password-based authentication that 
limits transfers from investors' demat accounts 
to investor pre-notified broker's clearing demat 
account. 

The other way is through a hardware device 
connected to a computer-based operation that 
affixes the investor's digital signature (this has 
to be got through a Certifying Authority under 
the IT Act) to the instruction. 

The latter option enables investors to do 
more — transfer shares to any other demat 
account within the same depository, link multi- 
ple demat accounts of, say, your family mem- 
bers with the single hardware device, and 
freeze or un-freeze some or all shares in one or 
multiple stocks in your demat account. 

In March, NSDL allowed investors to use 
USB interface-based hardware devices called 
e-Tokens, instead of the earlier cumbersome 
smart card-based devices. Investors 
can smoothly connect these devices — 
which come at a marginal cost of 

around Rs 1,000 for a single device 
— to the USB ports on their com- 
puters. CDSL had started offer- 
ing this device before NSDL. 
“These are popular tools 
% and enable brokers to transfer 
» shares from one settlement to 
another,' says Amit Majumdar, 


. executive director of finance and operations 
at Angel Broking. “However, their scope needs 
to be enhanced to include inter-depository 
- transfers.” 
— But this is unlikely to happen soon; the two 
<- depositories are worried about the lack of secu- 
- . rity and control for internet-based transactions 
^. outside their res ystems. 
 — New improve e frequent. For exam- 
ple, NSDL allowed its DPs to receive digitally- 
signed electronic instructions via e-mail from 
their investor-clients. without it necessarily 
having to be sent through an e-Token. Of 
course, these instructions need to be authenti- 
cated using a signature verification utility. It 
also requires investors to do some other things: 
get digital signatures, and encrypt instruction 

< files before e-mailing them to their brokers. For 

. , many, this will be à major step forward, and 
brokers say that it will attract investor interest 
in the next few months. 














Going Paperless 

A few months ago, both depositories intro- 
duced SMS alerts on mobile phones to any 
debit or credit, including allotments of initial 
public offerings, oceuring in their investors 
demat accounts. NSDL also sends out an SMS 
alert when debit instructions given by investors 
cannot be executed due to insufficient balance. 
CDSL recently went another step ahead and 
introduced email alerts about all corporate 
announcements pertaining to the stocks in 
their clients’ portfolio. 

If you use your broker's internet-based trad- 
ing platform, you will have to give him a power 
of attorney (PoA) to operate your demat 
account. That allows the broking firm to trans- 

t^ fer shares from your account to his clearing 
w+ account on the basis of your trades and trans- 
actions. Given the number of investors/traders 
who trade every day, a single firm could have 
several hundred PoAs, And with trading vol- 
umes being as. high. as they are, hundreds of 
delivery slips and ansfers can add up to a lot 
-of paperwork if the. instructions are executed 
individually. 
'^ Early this year, N SDL and CDSL (who did it 
last year) permitted DPs to accept consolidated 
‘bit instruction slips accompanied by com- 
iter printouts from brokers who held PoAs on 
half of their clients. “This reduces the earlier 
complications in managing the immense 
paperwork and physical processing of debit 
struction slips,” says A. Balakrishnan, chief 
chnology officer at Geojit Financial. “It bene- 
ts many people as around 70 per cent of the 
on-institutional trades in the market is settled 
through such PoAs.” 

























INVESTOR ACCOUNTS 
COMPANIES JOINED 
SECURITIES IN DEMAT 


DPs 
DP sei 


Value 
The above figures are as of 12 Apri: (*7-11 April for NSDL & 7-12 April for CDSU 


What Next? 

Technology is also a key enabler of cross-border 
financial market transactions. The two deposi- 
tories have signed Memoranda of 
Understanding with the US Depository Trust 
Corporation, Europe’s depository Euroclear, 
and the depositories of Taiwan and Russia. 

As Indian investors invest in overseas mar- 
kets, can they hold those investments in their 
demat accounts here? “This is technologically 
feasible,” says Gagan Rai, managing director of 
NSDL. “But we need to see how regulatory 
changes, both on currency and investments, 
evolve to enable investors to invest and trade 
across borders.” 

“The only technological hurdle to cross and 
be able to transactionally talk to an interna- 
tional depository is that of messaging format, 
that is the protocol of computer language,” says 
CDSL’s Deshpande. The SWIFT format, which 
is used by banks and global custodians, is a 
possible solution. It is of considerable interest 
to Indian mutual funds — global-theme funds 
are launched regularly — investing in overseas 
debt and equity markets, too. “If in one go, 
through my custodian-DP, I can look at all my 
assets — domestic or overseas — in a single 
demat account statement, then it makes fund 
accounting and investment monitoring that 
much simpler" says Sanjiv Shah, executive 
director at Benchmark Asset Management. 

For now, though, the two depositories are 
busy working out solutions for when the secu- 
rities lending and borrowing mechanism on 
the stock exchanges becomes operational. The 
two depositories have to more than just tweak 
their systems to make this possible. Soon, it 
may become hard to tell the difference between 
your bank and demat accounts. 


rajesh.gajra (à abp.in 
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MAMMOTH SERVICING 


The two depositories collectively cater to a large number 
of investors and players 





Source: NSDU's & COS, s seibsite 
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HIGH LIFE 


Ambani’s 

$2 billion 
‘Antilla’ could 
start a race to 
build world's 
most 
expensive 
homes 


DRACULA'S DEN: The 
historical 1212 A.D. 
castle at Brasov, 
Romania, is priced at 
$140 million 


If Vogue 
Gilded nests 


ANTILLA, MUKESH AMBANI'S UPCOMING SEA- 
facing skyscraper residence at Mumbai's 
exclusive Altamount Road has made the world 
sit up and gasp — more for its $2 billion cost 
than all the fine architecture and luxuries that 
its 27-floors may have. The next most 
expensive residential property in the world is 
valued at $300 million, the sum offered by 
Aditya Mittal, son of steel tycoon Lakshmi 
Mittal, for a seven-storey mansion opposite his 
fathers home in Londons billionaires' block, 
Kensington Palace Gardens. However, the 
offer has not been accepted, yet. 

Still, the comparison between Ambani's 
residence and the other properties is a bit 
odious, because his Antilla — meaning 
mythical island — is not just a home. It is 
going to be more of a private mini-hotel with 
its ballroom, several lounges, guest rooms, six 
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floors of parking and 600 servants. In 
comparison, most other rich properties are 
renovated villas, mansions or castles. 

In fact, there are only 11 known residential 
properties in the whole world valued at or over 
$100million. After Ambani's Antilla and the 
mansion Aditya Mittal covets, the next most 
expensive residence in the world is the $165 
million expansive villa in Beverly Hills, 
California, which featured as the residence of 
Don Corleone in the film The Godfather. This 
residential estate has 29-bedrooms distributed 
over six buildings and has three swimming 
pools and a cinema hall. After that comes the 
five-storey Victorian villa in London's 
Kensington Palace Gardens area, which 
changed ownership for $156 mn in February. 

The fifth most expensive residence in the 
world has an even more interesting history — 
it is the 1212 A.D. vintage castle at Brasov, 
Romania, that was once home to Vlad the 
Impaler, whose reputation inspired the 
infamous man-vampire character Dracula in 
Bram Stoker's novel by the same name. This 
$140 million castle is perched atop a cliff and 
overlooks the surrounding mountains. 

At about $138 million, Updown Court in 
Surrey, England, is the next most expensive 
residential property. This country home is 
larger than Buckingham Palace and has 
sprawling woods and gardens, theatre, many 
ballrooms and a marble drive way. 

The seventh most expensive residence in the 
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HOME SWEET HOME: 
Tagged at $100mn, 
Tranquility is an 
European mountain 
home at Lake Tahoe, 
Nevada, in the US 


world is Hala Ranch in Aspen, Colorado. This 
$135 million estate is the most expensive 
residence in the US and is owned by the Saudi 
prince Bandar bin Sultan bin Abdul Aziz. 

The next on the list is Maison de L'Amitie, 
the Palm Beach, Florida, residence of 
American realtor Donald Trump. Trump 
picked up the property for a meagre $44 
million four years ago, as its previous owner 
went bankrupt. He has since then refurbished 
the Maison villa and wants nothing short of 
$125 million for it. 

The remaining three residential properties 
on this list are all valued at $100 million — 
Tranquility, at Lake Tahoe, Nevada, US; 
Waterfront Estate, in Istanbul, Turkey; and 
Eurasia, in Moscow, Russia. , 

The Lake Tahoe mansion looks like a 
European mountain home and was built by 
Joel Horowitz, the co-founder of the fashion 
brand Tommy Hilfiger. Turkey's Waterfront 
Estate is located bang on one of the world's 
most strategic waterways linking the 
Mediterranean with Black Sea, while the 
Russian property is a manor with two attached 
guesthouses and nearly 100,000-feet 
recreation area that includes a gym, a 
swimming pool and many lounges. 

Ambanis Antilla may be an odd member of 
the world's most expensive residences' club, 
yet it could spur the world's billionaires to win 
the bragging rights to building the high-priced 
home. 
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BANKING 


Please Pay Here 


Cash Or Mobile? 


An ATM on 
your mobile 
phone with 
the added 
power of 
credit cards! 


CASH OR PHONE? 
Soon your mobile 
phone will double up 
as your wallet 


MOBILE BANKING IS GAINING CURRENCY. MOST 
major banks are trying to use the ubiquitous 
cellphone to enhance their anytime, anywhere 
banking proposition. Automated Teller 
Machines (ATMs) have already made visits to 
bank branches redundant, and now you can 
have an ATM on your mobile phone with the 
added power of your credit or debit cards. 
The only thing you cannot have is your phone 
spewing out hard cash. 

Take the example of Citibank. If you have 
an account with the bank, you can get alerts 
for your margin calls from your broker on 
your cellphone and transfer money through 
the phone itself. This is made possible by 
using an electronic messaging and transaction 
authorisation system that Citibank has 
sourced from Bangalore-based IT firm 
mCheck. 

The best part of this message-to-transact 
technology, says mCheck CEO Sanjay Swamy, 
is that it works even on basic phone handsets. 

However, the absence of encrypted 
transmission of data on mobile networks is a 


14 


concern and, therefore, some banks ask you to 
use internet-enabled handsets with GPRS 
(general packet radio service). You can 
download your bank's mobile banking 
software and install it in your phone to 
establish a direct connection with the systems. 

HDFC Bank recently added a fund transfer 
service to its existing mobile banking and 
shopping facilities. Using it, you can send 
money from one HDFC Bank account to 
another account in the same bank instantly, 
though it would take 48 hours to send money 
to an account in another bank. 

Yes Bank allows a mix of SMS-based and 
GPRS-based fund transfer service. The 
bank allows its customers to transfer up to 
Rs 25,000 per transaction to potentially 250 
million mobile users in the country, using the 
SMS facility, as long as these users are 
registered with the bank's mobile payment 
solution service. 

Though still in its infancy, mobile banking 
seems to be the future of retail banking. 

Raghu Mohan 
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— — ——- By Sangeeth Varghese ——————— 


Eight decisions that can transform your life and make you a leader 
- Penetrating insights explained through captivating fables & biographies 
iul 


Foreward by John P. Kotter, world's authority on leadership and change 
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Entertainment 


A SAGACIOUS FILM MAKER 





THE 2008 DADA SAHEB 
Phalke Award — the 
ultimate honour for a 
film personality in 
India — is to be 
conferred on 94-year- 
old Baldev Raj 
Chopra. 

He made many 
socially relevant 
classics during his 
heydays —from the 
late 1950s to the 
early 1980s. Chopra 
raised the issue of 
widow re-marriage in 


1i Raasta (1956) 
and that of 
rehabilitation of 
prostitutes in < 
(1958). He 
questioned the death 
penalty in Kanoon, 


(1961), and exposed 
the weakness of laws 
on rape in // 

raazu (1980) and 
the awkwardness of 
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divorce laws among 


Muslims in Nikaah. 
He also defied 
Bollywood norms to 


make song-less films, 
such as the court- 
room drama Kanoon 
and the murder 
mystery /ftefaq, in the 
1960s when such a 
step was considered 
outright hara-kiri in 
music-manic 
Bollywood. 

Chopra's son, Ravi, 
says his father made 
films that he felt 
committed about, 
irrespective of the 
financial returns. "I 
would not dare re- 
make any of his 
films," he says. 

When not directing, 
Chopra allowed his 
directors to make 
their own films under 
his banner. “Not 
many producers gave 
so much freedom to 
their directors,” says 
Basu Chatterjee, who 
directed Chitchor 
(1976), for Chopra’s 
banner. 

B.R. Chopra is a 
legend, and the 
Phalke award is 
merely an official seal 
on that fact. 

M. Rajendran 


EYEWEAR 


Spoilt for choice * 


IT'S SUMMER AND TIME 
to add some trendy 
shades to your 
treasure trove of 
accessories. Jimmy) 
Choo, better known 
for fashion footwear, 
has introduced its 
sunglasses collection 
for the first time in 
India with its Spring- 
Summer 2008. 
Starting at Rs 18,500, 
these shades come 
with tactile finishes, 
bold colour combi- 
nations and the 
signature Jimmy 
Choo detailing. Its 
chic square frames 
embellished with 
Swarovski crystals 
are outstanding. 
Turning from the 
newest brand on the 
block to one of the 
oldest, Ray-Ban is 





commemorating its 
70th anniversary 
with a limited edition 
Ultra-Gold collection 
of its legendary 
Aviator and 
Outdoorsman lines, 
with gold plated 
titanium frames and 
P3 polarised lenses, 
priced at Rs 21,560. 
Then you have 
Ermenegildo Zeg1 
Bulgari, Fendi, G 
and more. Zegna’s 
2008 collection, 
starting at Rs 11,500, 
has leather trims and 
1970s-style bold 
acetate frames. 
Bulgari has revived 
the swinging 1960s 
with its range of 





GLARE FLAIR: Cool 
shades for those head- 
turning hot looks 


psychedelic colours. 
You can have these 
shades for anything 
between Rs 12,500 
and Rs 25,000, while 
Fendi's bold and 
funky glasses are 
priced between Rs 
9,500 and Rs 25,000. 

The highlight of 
Gucci's Spring- 
Summer 2008 
collection (Rs 14,950 
to Rs 22,950), is the 
Bamboo line that has 
bamboo horsebits in 
the frame. Also check 
out its rimless GG 
Interlock range with 
rhinestone 
interlocking. 

It is certainly a 
great summer for 
acquiring new 
shades. 

Pallavi Chakravorty 





Starry LUXUTFY: A haunt of Hollywood stars, this luxury hotel complex 
is located on the tiny peninsula of Sveti Stafan in southern Montenegro 
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TRAVEL 


Gujarat's sandy gem 


THERE ISN'T ANOTHER 
soul in sight as you 
aimlessly walk down 
the ‘royal beach’ at 
Mandvi in Gujarat's 
Kutch region. That is 
because the 2-km 
stretch of spotlessly 
clean white sand is 
attached to the Vijay 
Vilas Palace, the 
summer palace of the 
Maharao of Kutch, 
and is a private 
property. The beach 
is flanked by 
windmills on one side 
and the Sunset 
Pavilion on the other. 

The only way to 
access the beach is to 
stay in one of the 10 
handcrafted, air- 
conditioned tents 
that form the Mandvi 
Beach Resort (or 
unless you are invited 
by the king). The 
tents offer an old- 
world colonial charm 
but are equipped 
with all modern 
facilities. 

A refreshingly cool 
breeze, the sound of 
waves lapping at the 


QUIET AND CLEAN: 
Assured tranquility far 
from the madding crowd 


shore, and restricted 
access to the beach 
provide the kind of 
serene solitude that 
most city-dwellers 
crave for. A perfect 
holiday destination 
for those looking to 
get away for a couple 
of days, the Mandvi 
Beach camp offers it 
all — relaxed 
evenings on the 
beach, a drive 
through the private 
wildlife sanctuary to 
spot blue bulls, 
jackals, chinkara and 
peacocks as well as a 
visit to the eclectic 
palace to take in the 
royal heirlooms. 

A trip to Mandvi 
town with its 400- 
year-old tradition of 
ship-building is also a 
must. Of course, 
prohibition in the 
state means that you 
cannot really savour a 
chilled beer after a 
strenuous swim in 
the slightly rough 
Arabian sea. But then 
there is plenty of 
coconut water and 
chaas (buttermilk) 
around to help you 
beat the heat. 

Sumati Nagrath 





BON VIVANT 


Timeless watches 


BEFORE THERE WAS ARTIFICIAL LIGHT, TELLING THE TIME 


in the dark required lighting up a candle. In 
1676, British clergyman Edward Barlow solved 
the problem by installing a rack and snail 
system in watches that included tiny hammers 
and gongs to tell the quarter at the press of a 
button. 

The first minute repeater watch was 
developed by Thomas Mudge, another Briton, 
in 1750. 

A minute repeater watch told time by 
sounding the hour, the quarter, and the 
minutes at the press of a button. Though the 
minute repeater watches went out of fashion 
after the advent of electricity, they still remain 
the epitome of horological sophistication. 

The creation and fine-tuning of a minute 
repeater watch can take thousands of hours. It 
is more complicated than a tourbillion or a 
perpetual calendar watch. 

There is a price to be paid for such 
craftsmanship. A minute repeater watch can 
easily cost $100,000. At one end of the 
spectrum of the most expensive minute 
repeater watches is the for the price of 


which you could buy a Lamborghini Murcielago. 


On the other end is the ; 
with which you could buy a Bugatti Veyron 
16.4 sports car. 

Would you wear a work of art or drive one? 


~ 
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BROWSING 
Poonam 
Chandel 

Managing Director, 


Cobra Indian Beer 
Pvt Ltd 


I'm reading Spy Princess: 
The Life of Noor Inayat 
Khan by SHRABANI BASU 
— a biography of the first 
female wireless operator 
to be flown into France 
during World War Il. It is 
a gripping story of the 
brave woman who 
refused to abandon her 
post even as Paris fell. | 
normally read fiction, and 
get engrossed in thrillers. 
Other books on my list 
are Unaccustomed Earth 
by JHUMPA LAHIRI and 

A Thousand Splendid 
Suns by KHALED 
HOSSEINI. 





The Gay Way 


To India 


by charlie henniker 


GAY BOMBAY GLOBALIZATION, LOVE AND 
(BE)LONGING IN CONTEMPORARY INDIA 

BY PARMESH SHAHANI, 

SAGE, PAGES: 342; PRICE: RS 395 


PARMESH SHAHANI'S BOOK IS A GATEWAY TO NEW 
ideas, but also a way of seeing beyond the con- 
cept of ‘India Shining’ in purely economic 
terms. It offers a wide range of approaches: 
part-memoir, part-thesis, part-ethnography — 
each part a starting point for a wider discussion. 
As Shahani declares early on, the various styles 
and methods are designed to provide “perspec- 
tives on what it means to be a gay man located 
in Bombay at a particular point”, not to sum up 
a complex history or provide an academic re- 
view of sexual politics India-wide. That said, 
Gay Bombay can on occasion be reference- 
heavy and at points contains enough to bewil- 
der rather than inform. 

Without much close reading, it soon becomes 
clear that the ‘gay man’ is the author, and the 
‘particular point’ is right now. However, Sha- 
hani's personal experiences, recounted inter- 
mittently throughout the book, are balanced 
with those of his interviewees from the gay 
community in Bombay. They form a diverse 
bunch, despite being restricted to “urban up- 
per-middle class India”, and their experiences 
as well as Shahani’s tell us a lot about the 
choices faced by a gay man in Bombay. What's 
refreshing about this book is the author's casual 
honesty regarding both his love life and his re- 
sponse to the city: at no point is the personal re- 
sponse to any issue hidden. We get treated to 
first loves and first fumbles, the settled domes- 
ticity of a long-term relationship and partying 
all night in Bombay like a “disco jalebi” — all 


PARMESH SHAHANI is currently 
based in Mumbai and works on 
venture capital, innovation and 
strategic brand outreach in the 
corporate world and also serves 
as the India-based affiliate of 
the Massachusetts Institute of 
Technology's Convergence 
Culture Consortium. 


through the eyes of the author. However, in the 
same breath we get the political meanderings of 
the gay cause, from TV panels to Shah Rukh 
Khan’s appearance on a radio talk-show, to 
Ashok Row Kavi's unwavering commitment 
and comment. We see the global finance aspect 
too, from economic reform policies to the emer- 
gence of India as an “international buzzword” in 
recent years. 

Throughout all this example-hopping, a pic- 
ture of Bombay emerges as a city with enor- 
mous potential and a diverse social scene - a lot 
ofthe information here would be of use to those 
interested in a wider scope of development, 
from media and technology scholars to market- 
ing managers and Human Resource managers 
in large corporations: Shahani's research pro- 
vides a picture of what's going on in city society 
and how big business might respond to it all. 

New meanings and newness are the root 
cause of this book, and the reason it will be of 
use not only now but to future readers is pre- 
cisely because of its being a product of its time. 
It is a valuable resource for contemporary con- 
ditions and its author is riding the wave of op- 
portunities that Bombay is awash with in the 
21st century, having been at the forefront of the 
web development scene and now with a finger 
in many media pies. 

Moreover, his depiction of the online and of- 
fline community in Gay Bombay is spot-on, as 
anyone who has attended one of their regular 
parties will testify. Shahani is a writer who 
knows the scene well, yet remains participant 
rather than organising, and as such is free to ob- 
serve and experience the many lives that gay 
Bombay offers. The overall sense is that here, 
one can be anything and everything: married, 
gay, successful, a father, wealthy, 
qualified, young, attractive, a kothi, 
a CEO — for better or worse, all 
these things and more are possible 
in one person. 

However, Gay Bombay doesn't 
highlight problems so much as it 
examines potential. Many of the 
characters in his book are success 
stories, often at the top end of bur- 
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geoning industries and the media sector. This is 
a reflection of the innovative and creatively- 
thinking society that Shahani's ethnographies 
and interviews suggest; it also shows how, at 
least in the urban space that the author is con- 
cerned with, the men of Gay Bombay aren't that 
different at all — they have the same career 
aspirations, concerns for their families and 
of course they want "the perfect Bollywood 
love story, a guaranteed blockbuster!" at the end 
of it all. 

Gay Bombay comes highly recommended for 
anyone who is interested in how globalisation 
works, in India today, and Shahani's pioneering 
study provides a multifaceted and illuminating 
introduction to a brand new scene. 


Charlie Henniker is a writer based in London, 
where he is currently completing a Master's at 
the School of Oriental and African Studies. 


SELECTION 1 
39m. Rambling And 
Dé-dreaming 





SUPERSTAR INDIA 
FROM INCREDIBLE TO 
UNSTOPPABLE 

BY SHOBHAA DÉ, PENGUIN, 
PAGES: 456 PRICE: RS 350 


THIS IS A TRYING READ. AND IT IS NOT BECAUSE 
SUPERSTAR INDIA: FROM INCREDIBLE 
TO UNSTOPPABLE is written in dense prose 
or has a complex narrative that challenges the 
reader. It is because despite some sharp obser- 
vations Shobhaa Dé’s analysis is almost always 
glib and superficial. At over 400 pages, this 
quasi-tome is at best a very naive sociological 
account of India over the last 60 years. 

Says Dé in her prologue: “This is a story about 
India. My India. It is a very personal story. You 
see, I am exactly as old as India.” The fact that 
both the nation-state of India and the author 
were born in the same year seems to be about 
the only rationale for why the book was written. 
The result is an overbearing commentary on the 
disparate vignettes of the country that have 
been cobbled together, it would seem, without 
much thought. The intertwining ofthe two nar- 
ratives appears contrived rather than natural. 

The reader is subjected to off-hand and uno- 
riginal analysis such as: *It suits everybody to 
keep the minorities illiterate and insecure. 
That's the bitter truth. Hate creates vote banks. 
Tolerance doesn't. It's that simple.” Or this: “To- 
day, India is on roller-skates. Or jet-skis. Every- 


one is travelling abroad, or so it seems at any of 
our international airports.” And what exacer- 
bates the annoyance factor is that these state- 
ments are printed in bold typeface — just in 
case the reader happened to miss them. The ba- 
nality of observations such as these is surpris- 
ing, especially since Dé is a rather astute and ar- 
ticulate woman. 

She has led a rather eclectic and interesting 
life, as has the nation. The book would have been 
all the more rich if Dé had delved deeper into 
both her and India's history, coming of age mo- 
ments and challenges they must now deal with. 

—Sumati Nagrath 


SELECTION 2 
The Not-so 
Ill Shining India 





ARAVIND ADIGA, A FORMER 
correspondent for Time mag- 
azine, tells the tale of Balram 
Halwai, chauffeur-turned- 
murderer-turned-self-pro- 
claimed-entrepreneur, in his 
compelling, darkly comical debut novel THE 
WHITE TIGER (HarperCollins). It is written 
in the form of seven letters to none other than 
the Chinese Premier Wen Jiabao with whom 
Balram aspires to make friends considering 
that there is a lot Jiabao could learn from him 
about entrepreneurship. 

But even though Adiga uses the electronic 
city of Bangalore as the backdrop for his novel, 
Balrams story is not one of entrepreneurial suc- 
cess. It is that of deprivation, ignorance, frustra- 
tion and 'darkness' — also a name he uses for his 
native place, Laxmangarh in Gaya, the land of 
Buddha, a village reminiscent of all those small 
towns and villages in India where just survival 
is an everyday struggle for the people living 
there. Adiga, who has spent a greater part of his 
life abroad, could easily have ended up sound- 
ing pretentious, but he doesn't. He brilliantly 
captures the true essence of this darker aspect 
of India, an India where ^A handful of 
men...have trained the remaining 99.9 per cent 
to exist in perpetual servitude, a servitude so 
strong that you can put the key of his emancipa- 
tion in a man's hands and he will throw it back 
at you with a curse." 

Adiga's language is fluid and conversational, 
but his tone deeply sardonic and acerbic and, at 
times, even angry. This is exactly what makes 
his writing special, the anger, the misery and a 
desire to be able to change that. 

—Jayant Singh 
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ALERT 


THE POST- 
AMERICAN 
WORLD 

BY FAREED ZAKARIA 
W. W. NORTON 

The latest book by Fareed 
Zakaria, the editor of 
Newsweek International, 
describes a world where 
the United States ceases 
to be the most dominant 
player in global economy, 
international geo-politics 
and cultural exports. He 
charts the "rise of the 
rest" — primarily the 

BRIC countries — to 
explain this new 
reordering of the world 
and outline the future 
role of the US. Zakaria, 
however, does not paint 
too pessimistic a picture 
for the US in the new 
international system. His 
observations and analysis 
are intelligent, insightful 
and succinct. 
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If you think your designs deserve to be showcased on a bigger platform, participate in India's biggest design awards. Ser 


Last date for accepting entries is May 31, 2008. 


Categories for Future Group Businessworld Design Brilliance Awards 2008 
"Urban town planning *Fashion and lifestyle *Social design including products and services *Stage/fi ilm set design, produ 
*Graphic design *Product design *Furniture design *Transportation and automobile design *Packaging design *Animatic 


«New media installation *Green and sustainable design 


Special categories: 
*Best student concept «Designer of the year *Lifetime achievement award 








building becomes a landmark. 


4sinessworld Design Brilliance Awards 2008. 
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Enough Is Enough 


Let the 


government 
subsidize rural 
fixed tele- 
phones out of 
its grand 
boondoggle, 
which it has 
called Bharat 
Nirman 





WHEN TELECOMMUNICATIONS WERE A GOVERN- 
ment monopoly, it was common for them to 
subsidize the cost of new connections. Govern- 
ments considered spreading access to tele- 
phones a social service; an increase in their 
number also made subscribers use their phones 
more and increased business for telephone 
companies. When the ideology 
changed and governments intro- 
duced competition, the question 
arose as to what to do with the sub- 
sidy. It would be unfair if new com- 
petitors could take away incumbent 
operators’ subscribers without pay- 
ing connection costs; and if they had 
to find new subscribers, the cost of 
fixed-line connections would make 
them uncompetitive. So efforts to in- 
troduce competition got nowhere. 

The invention of cellphones trans- 
formed the situation. It reduced the 
cost of last mile connection to zero. 
So new entrants could build up a 
network at a much lower cost than 
incumbents who were stuck with 
large fixed-line networks. But new 
entrants’ subscribers would have 
found their cellphones useless unless they could 
phone incumbents’ fixed-line subscribers. So 
the conditions and costs of interconnection be- 
tween old and new operators became crucial. 
An incumbent could strangle new competitors 
by denying them interconnection or charging 
them through the nose. Hence, control of inter- 
connection charges was essential to the intro- 
duction of competition. Since control had nega- 
tive historical overtones, it came to be called 
regulation. And since governments had earned 
a bad name as controllers, they set up new con- 
trollers called regulators. 

In 1996, the Department of Telecommunica- 
tions did strangle competitors by fixing ab- 
surdly high interconnection charges. To protect 
them, Telecom Regulatory Authority of India 
was created in 1997, but the Department of 
Telecommunications tied it up in litigation. It 
took the guts of Pramod Mahajan and the fi- 
nancial muscle of Reliance to relax that stran- 
glehold in 2001. Once it found that it could no 
longer keep out private competition, the DoT 
began to whine about the unfair costs it had to 
bear in the interest of the nation. One was the 
cost of the handful of multi-access radio relay 


TRIBHUWAN SHARMA 


stations it had set up in rural areas. To subsidize 
them, TRAI created the USO subsidy. The other 
was the cost of the fixed lines DoT had installed, 
mostly in urban areas; to cross-subsidize it, 
TRAI created the access deficit charge. 

Now the access deficit charge has come up for 
review. TRAI began consultations in January. 
Predictably, BSNL, the public sector telecom- 
munications company, opposed its termina- 
tion; all private operators, who have been pay- 
ing BSNL, opposed its continuation. TRAI gave 
many warnings earlier that ADC was a tempo- 
rary cross-subsidy; now it says that the time to 
end ADC has come. But it recognizes that the 
DoT has plenty of muscle - after all, its minister 
comes from a party that is essentgial to the gov- 
ernment’s survival - and that it has no scruples. 
So TRAI has proposed that ADC should be 
merged with the USO levy - in other words, the 
subsidy to BSNL should be conditional on its 
giving out fixed lines in rural areas. 

This may be realistic, but would be wrong. 
BSNL is making good profits. in 2006-07 it 
earned Rs 7,800 crore on sales of Rs 40,000 
crore — a profit margin of nearly 20 per cent. It 
can easily afford the Rs 1,800 crore it claims as 
ADC. Besides, there are no costs for ADC to 
subsidize. The fixed lines for which BSNL 
claims a subsidy were installed many years ago; 
their costs are far away in the past. 

The USO fund is for subsidizing the spread of 
telecommunications in rural areas. BSNL has 
been the main beneficiary of subsidies to rural 
connections in the past. But the USO commis- 
sioner has now set up a mechanism for distrib- 
uting the subsidy which will give no preference 
to BSNL; and BSNL is no good at competing 
even for subsidies. Further, the USO commis- 
sioners policy of subsidizing fixed-line connec- 
tions in rural areas is itself wrong. There may be 
some demand for fixed-line telephones in rural 
areas from the government and businesses 
which want a few phones that would be teth- 
ered to a line. But both now have the choice of 
giving their employees personal cellphones. If 
they still want some fixed-line phones, they 
should pay their true cost. And if the govern- 
ment thinks that fixed telephones are somehow 
holy simply because they are rural, it is free to 
subsidize them from the crores it has set aside 
for Bharat Nirman. This is the biggest fund for 
patronage the government has created; let it 
use some ofthe money to indulge itself. 
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We continuously measure our existing levels of environmental performance across our offices to improve our environmental footprint 
and raise awareness of what it means to be environmentally responsible. Our Office Greening Program is a case in point. 





We are defined by our responsibilities. 


For Deloitte, corporate responsibility is simply a matter of doing what's right. This is as old as our values and principles established 
Over a century ago, and as new as the greening initiative rolled out early 2008 to drive environmental sustainability. These principles 
and values have served as the foundation of our organization and are reflected in our culture. Making a difference for our clients, 
our communities, our world and for each other - all in a day's work for us. How do we do it? We involve our people. They define 
their responsibilities. 


Each year, we commit one working day ~ IMPACT Day - to contribute our unique skills and knowledge to serve the community. 
We contribute more than a million hours on that day in addition to our year-long commitment to volunteerism. 


Limca Book of Records recognized Deloitte for the highest 
number of community service hours by any corporate on a 
single day in India in 2006 and 2007 


U.S. President George W. Bush recognized 
Deloitte US. as exemplary corporate citizen in 2008 






Deloitte 


As used in thus document, "Deloitte" means Deloitte LLP and its subsidiaries. Please see www. delate cormos/about for a detailed descmpnon of the legal structure of 
Deloitte LEP and its subsidiaries. 
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It’s always cool in the 


Shade of pure white 


Breathe easy this summer in fine European 
linen from Linen Club Fabrics. Choose your 
favourite shade of white. 


Look for the LINEN CLUB stamp of authenticity 
to make sure you own the purest of linen 


LINEN TAR 


All-season fabric. Available at select outlets across India. C € U I 


Jaya Shree Textiles, Unit of Aditya Birla Nuvo Ltd. Tel: (033) 2600-1200 * E-Mail: jayafab@adityabirla.com 
GENUINE EUROPEAN LINEN 


mudra 2261 





Exclusive Retail Outlets: 

New Delhi: Linen Club - The Ramp, Ph: (011) 26167128, 2616 4529; Sahni Fabs, Ph: (011) 41618530, 26483881, 
26463001, 26217514, 26217515, 09810036439; Manhar, Ph: (011) 23848100, 09811261826 Kanpur: Linen Club 
- The Ramp, Ph: 09415128992 Kolkata: The Club de Royal, Ph: (033) 22815700, 09830056533 Bangalore: 
Linen Club- The Ramp, Ph: (080) 22867767, 09880433678 Hyderabad: Club de Royal, Ph: (040) 64554828, 
09391038923 Secunderabad: Sri Mohan Textiles, Ph: (040) 66314828, 09391038923 Indore: Kanchan Kiran, 
Ph: (0731) 2540421, 09425319397 Lucknow: Linen Club, Ph: (0522) 4005252, 09415115100 Jaipur: Sanjay 
Textiles, Ph: 09413333761 Bhilwara: Linen Club, C/o. Vinod Textiles, Ph: (01482) 324020, 09352115204 
Surat: Aastha, Ph: (0261) 2254916, 09879539690 Nepal: Linen Club Fabrics & Boutique Nepal Pvt. Ltd., 
Kathmandu, Ph: (00977-1) 423082, 009779841308685 Dubai: Royal Fashion, Dubai, Ph: (00971-4) 3968282 
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BIG BAZAAR 
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The largest gathering 
of ideas, innovations, 
concepts and minds in 
the business of 
retailing coming 
together at IRF 





THREE D 
HOLOGRAMS PVT. LTD. 


"Seeing is Believing" 


The company offers 
3D animated holograms 
including MoviPoster™ 
& 3D advance lenticulers 
for the first time in 
India for the 
retail industry. 


The company offers 
unique media 
in 3D & is ideal for 
‘in-store’ 
point of purchase. 


312, Raheja Plaza, 
Shah Industrial Estate, Veera Desai Road, 
Andheri (W), Mumbai - 53. 
Tel.: +91 22 6590 2797, +91 22 2673 2454 
E-mail : info@threedholograms.com 
web site : www.threedholograms.com 











R Subramanian, | 
Chairman, India Retail Forum (IRF) 
Managing Director, 
Subhiksha Trading Services Ltd 
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16 - 18 September 2008, 
The Renaissance, Mumbai, India 


From the Desk of IRF Chairman 


s Chairman of the 2008 edition of India Retail Forum (IRF), | am very pleased to 
invite your participation at the magnum opus of Indian retail scheduled to be held in 
Mumbai, India on 16th, 17th & 18th of September, 2008. 


IRF this year has the support of all major industry bodies including the Confederation of 
Indian Industry (CII), Retailers Association of India (RAI) and Shopping Centre Association of 
India (SCAI). Indeed, this forum has emerged as the perfect platform for trade bodies & 
industry captains to meet, discuss and find a common agenda to work for the growth of the 
retailing business in India. 


At this crucial juncture -- when India is troubled by global issues of inflation, food scarcity, 
climate change, shifting geo-political landscape, all of which are impacting the common 
man — the association of business captains and policy makers will be vital to discuss 'How 
efficient retail can substantially reduce pressures by making goods & services available at 
lower prices’. 


Issues concerning the Management of Change will be at the forefront. The primary objective 
is to attract investments into the country in supply chain & logistics to build robust 
networking of warehousing and transport. Innovation in production & processes, reduction 
in wastages, value & quality addition, employment generation, remunerative income for 
farmers, hygiene and safety, price balancing mechanism with market expansion strategies 
will also be some of the core issues to be taken up for deliberation at the Forum. 


Along with world retail visionaries, Cll, RAI and SCAI — all IRF partners — | would like to use 
the platform to call upon industry majors to collaborate in making Indian retail sustainable 
and profitable for all stakeholders. We look forward to work together to empower Indian 
retail with global best practices. 


IRF will be host to the widest spectrum of the retailing industry where besides top retailers 
across segments and real estate developers, heads of Indian enterprises and also Indian and 
MNC FMCO giants who are planning to foray into retail & hospitality businesses in a big 
way, will be there to share their vision -- charting a new growth path. 


Based on studies from emerging markets -- impact of retail evolution on social, economical 
and cultural aspects, the deliberations will address the issue of modernisation across 
economic & life activities -- highlighting the positives & balancing factors in the 
modernisation process, and finally, in the context of transforming retail economics, how the 
existing retail & distributional channels can be energised and effectively amalgamated in 
the new system. Sharing retail experiences in similar markets like China and Thailand will 
help in unveiling many short and long term solutions. 


With a host of events under its umbrella (including Asia Shop, Retail Concepts, Brand Show, 
The Future Shop, L Cube, Retail Access, Retail Theatre, The Evening of Retail Titans, 
Breakfast/ Tea Talk Shows, Lunch Discussions, Networking Cocktails, Gala Dinners & 
Celebrations etc.) IRF culminates in the glittering Images Retail Awards ceremony to honour 
excellence in the business of retail. 


The three day event will be an excellent opportunity for our international guests to get a 
feel of Indian retailing. Going by past experience, we expect cent per cent attendance of key 
stakeholders from Indian Retail industry. 

Top level executives representing the world of retail will attend various workshops, talk 
shows and retail vision conclaves at IRF. Millions will watch IRF coverage on television and 
through live webcasts. A retail event has never been bigger than this! 

Looking forward to your participation, and awaiting fruitful interactions with you at the IRF. 
With best wishes, 


R Subramanian 
Chairman, IRF ‘08 
MD, Subhiksha 






THE INDIA RETAIL STORY . 


Interim Update: India Retail Report - 


(2008-2010 research under DES and to be released at India Retail Forum) 


Liberalisation of the Indian economy and rationalisation of business procedures have already 
ensured a high economic growth with a rapidly expanding base for the manufacturing and hi- 
end services sectors. Fresh avenues for gainful employment to a predominantly young and 
talented population have created high disposable incomes that translate in to higher 
consumption and thus better opportunities for all verticals of Retail to flourish. 


s GDP in the next five years and the 4th largest 
-.. economy in PPP terms after USA, China & japan, 
. .ndiais rated among the top 10 FDI destinations. 


e . (Labour Laws, Child Labour Regulations, 
5... Environmental Protection Lobby, Intellectual 


Slowdown in Indian Economy — myth or reality for retail players? 


“The current slowdown in the Indian economy notwithstanding, the retail 
segment in the country seems to be in for a big time expansion led by 
most major Indian business majors and global players. Even though the CB 


-= Richard Ellis report released in April placed India at a dismal number 44 in 


the list of preferred destinations for global retailers looking to expand, 


E fresh announcements in the media belie this fact. 


Private Consumption & Retail 


The country's dynamic retail landscape presents a grand opportunity to 


investors from across the globe, to use India as a strategic business hub. 
With the changing face of retail, the indian consumer is in for a rapid 


. «transformation. With retail spending growing at double digit, Private Final 


Consumption Expenditure (PFCE) at current prices was estimated at Rs. 
cco 206,07,584 crore in 2007-08 as against Rs. 23,12,105 crore in 2006-07. 


_As per the Images F&R Research estimates for India Retail Report 


the Indian Retail market stood at Rs.1,330,000 cr in 2007 with 
|... annual growth of about 10.8 per cent. Of this, the share of 
^; organised Retail in 2007 was estimated to be only 5.9 percent, 


which was Rs.78,300 cr. But this modern retail segment grew at the 
rate of 42.4 percent in 2007, and is expected to maintain a faster growth 
rate over the next three years, especially in view of the fact that major 
global players and Indian corporate houses are seen entering the fray in a 
big way. Even at the going rate, organised retail is expected to touch 
Rs.2,30,000 cr (at constant prices) by 2010, constituting roughly 13 
percent of the total retail market. 


. Consumer spending is ultimately pushing the economy into a growth-and- 
liberalisation mode. The Indian market is becoming bolder by the day, with 
the economy now expected to maintain its growth at over B-9 per cent 


"and average salaries being hiked by about 15 per cent, there will be lot 


more consumption. 


: A short recount of the factors that have earned India the top spot among 
the favoured retail destinations: 









© HEALTHY INVESTMENT CLIMATE 


-À vibrant economy, india topped A T Kearney's list of 
emerging markets for global retailers for three 
‘consecutive years and stood 2nd only behind 
Vietnam this year. The 2nd fastest growing economy 
= in the world, the 3rd largest economy in terms of 


. Barring recent political disturbances, India has been 

. Sailing smooth with 2nd stage reforms in place, India 
can be reasonably proud of having put in place some 
of the most widely accepted Corporate Ethics 


_ Property Rights, and Social Responsibility) and major 
_ tax reforms including implementation of VAT, all of 


which make India a perfect destination for business expansion. 


In terms of international tourist spending, India is the fastest-growing 
market in Asia Pacific, according to the Visa Asia Pacific release. The * 
economy has been growing at about 9 percent a year, which shows that —_ 
India's growth rate can actually exceed that of China by 2015. The 

Indian economy is expected to grow larger than Britain's by 2022 and 
Japan's by 2032, to become the third-largest economy in the world 

after China and US, and finally become the second largest economy 

after China by 2050, so the global economic forecasts say. - 


A report by investment banker Goldman Sachs, credits India with the 
potential to deliver the fastest growth over the next 50 years with an 
average rate of more than five per cent a year for the entire period. All 
these are clear portends in terms of investments and returns. Total FDI 
(foreign direct investment) inflow in 2007-08, was to the tune of 
USD25 billion — up 5696 over previous year — with investments in 
infrastructure development and capital market continuing to flow in at 
a rapid pace. 


To sustain an ambitious GDP growth target of nine per cent per annum, 
India needs to invest around USD 500 billion in development of 
infrastructure over the next five years. Of this, about USD150 billion is 
expected to come from foreign investment. Indian retail industry itself 
has attracted total investment of over Rs.20,000 crore in creating 
infrastructure, systems & shop-fit. 


At the heart of the India growth story is its population, the generators 
of wealth, both as producers and consumers. With the largest young 
population in the world — over 890 million people below 45 years of 
age — India indeed makes a resplendent market. The country has more 
English speaking people than in the whole of Europe taken together. Its =t 
360 million odd middie class, the “Real” consumers, has attracted the 
attention of the world, and as the economy grows so does India's 
middle class. it is estimated that 70 million indians earn a salary of over 
USD 19,500 a year, a figure that is set to rise to 140 million by 2011. 
The number of effective consumers is expected to swell to over 600 
million by this time sufficient to establish India as one of the largest 
consumer markets of the world. 
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The Renaissance, Mumbai, India 


The Indian Retail Pie 2007 


(Market Size:Rs.1 


30,000 Crore at prevailing prices) 


E r 


th & Beauty Care 0.396 







Mobiles & Accessories 2 096 


Furnishings, Utensils & 


Euurmihire 3 198 
Furniture 3.4% 


The Organised Retail Pie 2007 


(Market Size:Rs.78,300 Crore at prevailing prices) 


Entertainment 3. 196 


Furnishings, Utensils 


Furniture 6.496 


Y Durables 


Pharmaceuticals 2.096 
Health & Beauty Care 0.896 


Footwear 9.9% 


- In this land of 15 million retailers, most of them owning small mom and pop 
outlets, we also have a modern retail flourishing like never before. There is little 
room for conflict as evidenced from the fact that India presents a unique case 
of consumption-driven economy: while the US reels under recession, where 
supply clearly outstrips demand, India confronts inflation, where Industry and 
retailers are as yet unable to provide what the consumer demands. 


Over the last few years Indian retail has witnessed rapid transformation in 
many areas of the business by setting scalable and profitable retail models 
across categories. Indian consumers are rapidly evolving and accepting modern 
retail formats. New and indigenous formats such as department stores, 
hypermarkets, supermarkets, speciality and convenience stores, and malls, 
multiplexes and fun zones are fast dotting the retail landscape. 


The Indian retail market has been gaining strength, riding on the sound vibes 
generated by a robust economy that has given more disposable incomes in the 
hand of the consumer who will keep demanding better products and services, 
and a better shopping environment. 


With the given rapid pace of retail growth, it is expected that Indian 
retail market will be in excess of Rs.18,10,000 crore (USD 452.8 billion) 
by year 2010; Organised retail will likely exceed Rs.2,30,000 crore 
(USD 57.5 billion), accounting for nearly 13 percent of the total market 
in 2010. This growth will call for a greater availability of quality retail 
space in the country. 
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R Subramanian 
Chairman, IRF-2008 


Dear friends, 


My last duty as Chairman of India Retail Forum 2007 is to hand 
over the reins to a representative of the industry who will lift the 
Forum to greater heights. After getting the views of over 250 
industry captains, one name stood out. When this person was 
nominated by Mr. Bijou Kurien, President & CEO, Reliance 
Lifestyle Holdings, and seconded jointly by Mr. Sanjiv Goenka, 
Vice Chairman, RPG Group and Mr. B S Nagesh, MD, Shopper's 
Stop, the opinion of the industry leaders was clear. 

Accordingly, it is my proud privilege to welcome Mr. R 
Subramanian, Managing Director of Subhiksha Trading Services 
Ltd as the Chairman of IRF'08. Mr Subramanian has kindly 
accepted the mandate of his industry counterparts, and will chair 
the 2008 edition of the magnum opus of Indian retail, where the 
retail world comes together to understand and explore the world's 
most lucrative retail market. Though Mr Subramanian is almost as 
well. known as his brand Subhiksha, his remarkable 
accomplishments at a relatively "young age bear recounting. A 
product of two of the world's leading educational institutions — IIT 
Chennai and IIM Ahmedabad — he chose entrepreneurship over 
successful career options with Citibank and Enfield. Faced with a 
choice of getting into software or retail, he unconventionally 
chose the latter as having greater potential. Unconventional is a 
word that often comes to mind when describing Mr Subramanian 
When most grocery retailers were looking at medium to large 
formats, Subhiksha went with small. He introduced the concept of 
discount retailing to the pharma industry, even though it created 
friction not only with other retailers, but with his multi-national 
suppliers too. When other retailers are cutting back on their 
expansion plans, Subhiksha is hurtling along at breakneck speed 
which again is a good descriptor for the pace at which 
Subramanian thinks of innovative strategies. 


IRF is all about sharing, learning and evolving together, and is 
recognized as a global standard. With his unique style, his 
remarkable accomplishments, unconventional approach, and 
tremendous passion for retailing, Mr. Subramanian is the ideal 
Chairman to make this huge business, knowledge and networking 
platform even more relevant for the participants. 

| invite the entire retail fraternity to 

join me in extending all support to 

Mr Subramanian in making IRF '08 a 

huge success, and look forward to 

see you all there. 

With best wishes 


E! T T " 
Valovanatitan 








T! Organised retail has tremendous growth 
potential in the fast expanding Indian 
economy. Not only will it benefit 
millions of consumers but also farmers, 
small manufacturers and artisans. The 
sector will also offer enormous direct 
and indirect employment opportunities 
while attracting huge investments in 
building the supply chain infrastructure, 
adding to the economic growth of India, 
especially in rural areas. 9 


RAJAN BHARTI MITTAL 


Joint Managing Director, Bharti Enterprises 


T In the evolution of Indian retail the 
uppermost question in the minds of 
would-be entrants is, environmentally 
and infrastructurally, are we ready to 
embrace major investments in retail? 
Let us discuss RETAIL in DETAIL at 
INDIA RETAIL FORUM. 99 


SANJIV GOENKA 
Vice Chairman, RPG Group 








Retail Segments 
Clothing, Textiles & Fashion Accessories a 
Jewellery 


Share of Organised Retail in Total Market 


% Organised | 

2005 2006 2007 

15.8% | 18.9% | 22.7% | 

2.3% | 2.8% || 33% 
45.696 








Health & Beauty Care Services 
Pharmaceuticals 





Consumer Durables, Home Appliances/equipment | 8.89. | 10.495 | 


Mobile handsets. Accessories & Services 
Furnishings, Utensils, Furniture-Home & Office 
Food & Grocery 





Out-of-Home Food (Catering) Services 


Books, Music & Gifts 


| 70% | 8.0% | Poi 








Entertainment 


Each time one takes stock of the country’s 
retail estate scenario, one invariably comes 
across statistics to show that every city in 
the country is bursting at its seams with 
shopping centre activity. If mall space were 
to be taken as an indication of the level of 
activity, we find that the country has 
witnessed nearly 12-fold growth in the last 
five years, with total mall space having 
increased from just about 3.7 million square 
feet in 2002 to over 47 million square feet in 
2007. Also, the opening up of the real estate 
sector to FDI has brought India in the 
international investment spotlight. FDI inflow 
in to the sector has propelled the realty 
sector growth at over 30 percent per annum. 
There is yet a lot more to unfold on India's 
retail landscape in the years ahead. 


Currently, there are about 280 operational 
shopping centres in various formats and sizes 
(including some partly operational), and this 
number is expected to rise to almost 500 by 
end-2010. Of the new malls coming up, 40 
per cent are concentrated in the smaller 
cities. Shopping centre business alone is 
estimated to become a Rs 40,000 crore 
business by 2010-11. 


By 2011 India will have an additional 280 
hypermarkets, 3,200 supermarkets, 400 
department stores, and approximately 1,200 
mega speciality stores & category killers and 
20,000 exclusive brand outlets across the 
various retail categories. Malls alone will 
provide an additional 200 million square feet 
of gross leasable quality retail space (GLA) by 
year 2011. 


Organised retailing in small-town India is 
already growing at over 50-60 per cent a 
year, compared to 35-40 per cent growth in 





the large cities. About 200 tier-lll cities with 
population of less than 2 million and another 
500 rural towns have the potential to be the 
hub for rural markets, where organised 
retailing can effectively set base each of 
these 700 centres will on an average be 
catering to about 1,000 villages. 


Organised retail is a function of strong 
supply chain and robust physical 
infrastructure. Basic supply chain framework 
takes care of operational performance at 
each nodal point from order to delivery. In 
view of this, major retailers will have to 
continuously upgrade their back-end, front- 
end and supply chain dynamics in order to 
provide a standard of value and services to 
their customers. 


Corporate bigwigs such as Reliance, AV Birla, 
Tata, Godrej, Bharti, Mahindra, ITC, RPG, 
Pantaloon, Raheja and Wadia Group are 
expected to invest close to Rs.1 trillion in the 
business of retail over the next five years. 
Reliance Retail is investing Rs.30,000 crore in 
setting up multiple retail formats backed by 
a 68-strong distribution network, with 
expected sales of over Rs.100,000 crore by 
2010. The Future Group's Pantaloon Retail 
and RPG's Spencer's are also going all out to 
maintain their dominant position on India's 
retail horizon. Subhiksha has earned global 
accolades for its fast-track growth. The 
Lifestyle India, Indiabulls, Wadhawan Group, 
Vishal Retail, petroleum majors IOCL, BPCL 
& HPCL, and others are firming up more and 
more ambitious retail expansion plans by the 
day. While global retailers Metro AG and 
Shoprite Holdings increase their presence on 
the Indian retail landscape, the Bharti-Wal- 
Mart combine is scouting locations for their 
joint retail venture. The recent tie-up 
between Tata and Tesco further adds to the 
action in retail. 
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Growth in Indian Retail 


(Value in INR Billion; with *projections) 
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Even as multinational retailers are firming up 
their India strategies, franchising is emerging 
as the preferred option. Franchisee activity is 
expected to pick up in tier Il cities as well. 
According to a Frost & Sullivan research, the 
overall Indian third-party logistics (3PL) 
market, estimated at about USD 890.3 billion 
in 2005, is expected to grow at a compound 
annual growth rate of 21.9 percent to reach 
USD 3,556.7 million in 2012. Shop-fit and 
Technology are the other sunrise retail 
support sectors that offer immense 
opportunity for investment and growth. 


India Brand Story can travel across the globe 
with Delhi Hat' type shopping cum 
entertainment centres opening not only 
across India but all over the world. Public 
private partnership can revitalise the formats 
like KVIC-run Khadi Bhawans, one of the 
largest retail networks in the world, and also 
State-run emporia. 


As India emerges as one of the most 
potential markets for global brands and 


Public Private Partnership (PPP) 


PRE Can effectively work tor, revitalisina: 


—@— Retail Market 





retailers and retail reinvents the way modern 
Indians celebrate their spending power, India 
that takes pride in its rich culture, heritage, 
art, craft and variety of wares must capitalise 
on this ever escalating consumerism and 
channelise the spending towards healthy 
consumption for overall development of the 
country. 


Developments indicate that this is just 
the right time to think retail. Fuel and 
passenger vehicles are two of the mega 
businesses that can tremendously gain 
in the evolving scenario. 


The auto sector needs to explore innovative 
collaborative opportunities with the retail 
sector to add value to the shopping 
experience of passenger vehicles. So far 
operated through dealership network with 
showrooms mostly in not-so-happening 
premises, auto showrooms are now 
beginning to move to retail centres to grab 
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increasingly playing a 


larger role in the economy 
through increasing tax 
collection, spurring 
consumption and 
economic growth, 
creating public spaces in 
urban India and large 
scale employment 
generation among lesser 
educated and lesser 
privileged youth. The India 
Retail Forum, in 
partnership with the 
Confederation of Indian 
Industry (CII), will create a 
common platform for the 
retail industry to explore 
new opportunities, 
possibilities and scope for 


innovation. 77 


Kishore Biyani, Chairman, 
CII National Committee on Retail 
Founder & CEO, Future Group 


CH 


Confederation of 
Indian Industry 


LE... retail in India is 
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attention of new generation upwardly mobile 
customers. With increasing income, easy credit 
facilities and 'change every year’ new found 
attitude (initially started with mobile 
handsets) Indian consumers are likely to make 
spontaneous decisions on automobile buys as 
well. 


Oil companies — unable to increase prices of 
transportation fuels in line with rising global 
crude oil prices — are now looking at alternate 
revenue streams; a major reason why added 
emphasis is being placed on forecourt retailing. 
Fuel forecourts with 24x7 convenience retail 
concepts (merchandise & service retailing) 
within cities and on the highways with security 
around offer huge scope. The concept has the 
potential to create excitement and initiate 
activities in small towns and cities as well. 
Most fuel retailers have tied-up with catering 
chains for F&B outlets at petrol stations. 


An emerging trend in the global retail 
petroleum industry is the growing entry of 
retail outlets such as supermarkets, large 
discount stores and mass merchandisers that 
are implementing fuel dispensers in their 
parking lots to provide added value and 
convenience to their customers. 


Hypermarkets that have ventured into the 
retail petroleum business have met with 


considerable success due to competitive fuel 
pricing, discounted prices linked to loyalty 
programmes and cross-merchandising. 


Travel and tourism are two other sectors 
that will immensely benefit connecting 
with retail. Railways worldwide offer a 
plethora of opportunities for the consumer 
products, brands, retailers, services, leisure and 
entertainment majors to connect with a large 
number of passengers both locals and tourists. 
Not only the stations, platforms and subways 
that railways own and operate but also 1000s 
of trains passenger or goods offer huge scope 
as the largest moving media for brand and 
public messages, in-rail retailing besides of 
course providing the logistics & real estate 
support to the retail industry. 


India's rural markets offer a sea of an 
opportunity for the Retail sector. The urban- 
rural split in consumer spending stands at 9:11, 
with rural India accounting for 55 per cent of 
private retail consumption. Indeed the market 
can be tapped with focused attention and 
strategy. 


Over the last few years, many international 
retailers have entered the Indian market on the 
strength of rising affluence levels of the young 








Indian population along with the heightened 
awareness of global brands, international 
shopping experiences and the increased 
availability of retail real estate. Development 
of India as a sourcing hub further makes India 
an attractive retail opportunity for the global 
retailers. 


The Government of India however allows FD! 
only in the cash and carry formats and to the 
extent of 51 per cent in single brand retail. This 
brings an opportunity for Indian enterprise to 
collaborate with global majors and bring in 
global best practices in the business of 
retailing. 
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Global perception about India, about its economic might 
and potential in terms of market size, has drastically 
changed over the last few years. While the buoyant 
manufacturing and services sectors have contributed in 
fuelling consumption demand in urban as well as rural areas, 
the government on its part remains committed to improving 
infrastructure and providing a congenial environment for 
indigenous business modules to blossom and harness 
domestic as well as foreign investment to optimum levels. 
Economic prosperity also means higher standards of living 
and higher consumption levels, and only an efficient and 
organised Retail sector can ensure and sustain this growing 
demand of the evolved consumer. 


India's sunrise retail sector is witnessing a major 
transformation as traditional markets make way for modern 
and indigenously developed retail formats. Unlike the 
experiences in most other countries, growth of Indian retail 
is not going to be a staggered and time-taking process: India 
has already shown the world how quick it can adapt to hi- 
tech products and services and will again set a record of 
sorts in setting up world class retail formats across the 
country in record time. In the next five years India should 
have retail entities strong enough to compete with the best 
in the world. 


While growth of organised retail leads to increased offtake 
of manufactured goods, increased brand consciousness and 
increase in quality standards, it also contributes to changes 
in the overall market structure. This sector is expected to 
generate 10 - 15 million jobs over the next five years and 
thereby directly contribute in raising consumption levels; 
besides fuelling induced consumption resulting from the 
excellent shopping environments it creates. 


Ever-new retailing concepts are emerging, especially in the 
food retail sector where both urban and rural areas stand to 
benefit. Future developments in organised retailing will 
result in increased efficiency in the agricultural sector by 
removing intermediaries in the food supply chain. While 
urban customers benefit from reduced prices of farm sector 
goods, rural farmers benefit by way of higher returns for 
their produce. 


With several States allowing retailers direct access to farm 
produce, there is a new revolution taking shape in rural 
India. Farmers are now cultivating crops as per specifications 
and requirements of retail companies such as Reliance, ITC, 
Godrej and many others.. After centuries of economic 
exploitation, they are today dealing directly with companies 
without the involvement of middlemen or intermediaries. 
Organised retailing is thus set to boost infrastructure growth 
and create efficient backward linkages. In the process, the 
sector will also create efficiencies, reducing marketing cost, 
wastages and redundancies. 


It is expected that the Indian retail sector will grow faster 
than India's GDP. Over the past few years, retail sales in 


e 


empowers 





INDIA RETAIL FORUM 


16 - 18 September 2008, 
The Renaissance, Mumbai, India - 


India have been hovering around 33-3596 of GDP 
already higher than the 2096 retail sales component 
in the GDP of the US. 


At present, India's retail sector is largely unorganised, 
with about 15 million tiny outlets catering to 
consumer needs across the country it employs the 
second-largest number of people after agriculture. 
Organised retail is now focused primarily on the 300 
million urban "middle classes" and an additional 200 
million rural rich, who form a consumer market worth 
more than US$100 billion. So, there is enough ground 
for the modern and the traditional formats to co- 
exist. 


India has also fast emerged as a global manufacturing 
hub, especially in segments like Chemicals and 
Petrochemicals, agro-based products, fashion and 
textiles. What is even more important is that the 
growth is becoming increasingly inclusive. Rural non- 
metro India today is consuming more and demanding 
better quality products and services. As a result most 
tier-ll cities are witnessing large mixed-use projects in 
both housing and retail. This story of inclusive growth 
is generating interest among the foreign investors as 
well. 


The Indian economy is integrating with the world, 
and yet it simultaneously has its own dynamics, 
which cushion global shocks as in no other country. 


India had kept the retail sector largely closed to 
outsiders to safeguard the livelihood of nearly 15 
million small storeowners and only allows 5196 
foreign investment in single-brand retail with prior 
government permission. FDI is also allowed in the 
wholesale business. 


There has been a flurry of activity in the recent past. 
Existing players and others are expanding rapidly with 
multiple formats. Corporate majors have already 
entered the retail fray. 


To deal with this upcoming surge in activity, India's 
retail sector sure needs massive investments in 
technology, efficient supply chain, logistics and cold 
chain infrastructure, and that is where investments 
should precisely come in. The mood among the 
country's business community is upbeat at the 
moment. We are on the path of high growth, and 
indeed, there is a lot to vie for. 


| take this opportunity to commend the pioneering 
efforts of the Images Group in compiling and pooling 
together relevant yet highly scattered and difficult to 
get information on this vital sector, which helps 
investors get a better understanding of the unfolding 
scenario. 


Wishing you all happy retailing! 


KAMAL NATH, Minister of Commerce & Industry, Government of India 





Passionate exchanges of opinions and experiences, 
driving an atmosphere of knowledge sharing in retail's 
best practices. After all, retail's innate dynamism 
necessitates an endless exchange of experiences 

and innovative strategies. 


India Retail Forum sets the stage for world retail captains, corporate majors and policy makers of 
India and the entire retail fraternity to brainstorm India Retail Opportunity 


Ideas, debates and talking points coalesce at Retail Theatre, in a coming together of national and 
international denizens and thought leaders in the business of retail. It is a time, unlike any other, 
to be enriched and enhanced by knowledge exchange and intellectual dialogue, right in the midst 
of the most inspiring of global retail stories. 


In addition to plenary sessions with world visionaries, Q&A sessions, case studies from across 
the globe, and evenings with motivational speakers, the highlight of IRF 2008 will be the eight 
round tables where a group of CEOs will discuss key issues - identifying problems and possible 
solutions through collaborative efforts. 


For CEOs round tables and conference queries please contact rsroy@indiaretailing.com 
Cell: +91 9811070053 
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Adi Godrej, Godrej 


Ajay Bijli, PVR 
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Hital Meswani, Reliance Industries 


Krish lyer, A S Watso 
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Patrick Hanley, Harvey Nocholls 
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Ravi Thakran, LVMH Neel Raheja, Inorbit 


Conference Theme: Managing the Change 


FOCUS 2008 
» Sustainable Retail » Collaborative Retail = Profitable Retail 


Sessions with World Visionaries, Corporate majors CEOs . Round Tables 
*olitical Think Tanks, Economists, Best Performing Session 1 
retailers from India and overseas 
X -The Challenge of Impacting the Change 
Retail Economics 
How to Drive Consumption 
What do shoppers REALLY want? 
Retail Formatting: Experience & Learning 
Localisation Based on Customer Needs 
Retail @ 1000 a year 
Surviving in Tough Times 
Building a Winning Retail Strategy 
The Biggest Challenge Session b 
Building Brands Using New Media Retail Design & Architecture 


Where is the opportunity? 

What could be the future concepts? 

Health & Wellness Presented by Manipal Cure & Care 
Session 4 

The Challenge of Executing India Retail 


Sacer 


Collaborative Retail Support 


Branding Retail Session 7 
Investments in Retail 


Entering the Retail Highway 
nsptrational Sessions 
etail Secrets 
hink Like a Fish 
ayne Rafter Talk Show With international retailers 


Real Estate & Retail 


»peakers/ Panelists (invitees) include chiefs of: 


Aadhar * Acme * Adidas India * Aditya Birla Retail * Advance India * Aerens Gold Souk * Aftershock 

Alok Homes & Apparels * Ambience Group * Ambuja Realty * Apollo Health and Lifestyle * Archies 
Atmosphere * Australian Institute of Sales * Barista * Bata India * Benetton India * Benoy * Bharti Retail 

Blue Foods * Bombay Dyeing * BPCL * Buchan Group * C B Richard Ellis — South Asia * Callison 

CapitaLand Retail * Collage Group * ColorPlus * Croma * CRS * Cushman & Wakefield * Dabur India 

Dairy Farm India * Design International + DHL Lemuir Logistics * Dish Hospitality * DLF Retail 

Domino's Pizza India + DSP Merrill Lynch * Dunnhumby * eBay India * E-City Ventures + Emaar MGF 

Emami Group * Essar Telecom Retail + EWDPL Group * Extreme Sports Channel * Fab India 

FedEx Express India * Food Bazaar * Forbes Brands * Foresight Retaile Fortis Health World * Forum Projects 
Future Capital Holdings * Future Group * Future Logistics & Solutions * Gati + GE Real Estate * Gini & Jony 
Globus * Guardian Life Care + H&B Stores * HDFC Venture Capital * Heritage Foods * Hotspot 

HPCL *"Hypercity Retail + ICRIER * Indiabulls Group * Indian Oil + Indo Rama Retail * Influx Mart * Inorbit Malls 
Iscon Ishanya *'TTC * Jones Lang LaSalle Meghraj * Jumbo * K Raheja Corp * Kamaths * Kaya Clinic 

Kimaya Fashions * Koutons Retail * Kshitij / Future Capital Real Estate * L&H * Lalmahal Group * Landmark 
Lehman Brothers * Levi's India * Liberty * Lifeken * Lifestyle * Lubert Adler India** Manipal Cure & Care 
Marketforce One * Marks and Spencer India * Maruti Suzuki + Max Hypermarkets + MBD Group * McDonald's 
Medicine Shoppe * MedPlus * Metro * Milagrow * MobileNXT * Mother Dairy * Moti Mahal * My Dollarstore 
Namdhari's Fresh * National Spot Exchange * NCAER * Next Retail India * Nike India * Nirmal Group * Nirula's 
Nokia India * Nun * Odyssey * Office Depot India * Omaxe * Oracle * ORRA * Pacific Malls * Parsvnath * Pepe 
Phoenix * Planet M * Plaza Centers * Prestige Estates Projects * Pricewaterhouse Coopers * ProLogis India 
Promart * Provogue * Prozone-Liberty * Puma Sports India « PVR Cinemas * Quality Council of India 
Radhakrishna Foodland * Raymond * Reebok India * REI Agro (6Ten) * Reliance Brands * Reliance Retail Ħ RIL 
Rosebys * Runwal Group * Sacoor Brothers * Safexpress * Saffron Asset Advisors * Samsung India 

SAP * Sarvana Bhavan * Shopper's Stop * SKNL * Speciality Restaurants * Spencer's Retaile Sports Station 
SRS Group * Subhiksha * Subway * Synergy Property Development * TAI Industries* Talwalkars 

The Nielsen Company * Titan Industries * Trent * Trust * Twenty Four Seven Retail * Unitech 

Urban Infrastructure Venture Capital * VF Arvind Brands * Videocon * Vipul Fashions * Vishal Retail * Viveks 
VLCC * V-Mart + Wadhawan Holdings * Wadhawan Lifestyle + Walt Disney * Welspun Retail + Witco 

Yale Center for Customer Insights * Yes Bank * Yo! China * Yum! Restaurants * 98.4 and many more 
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Shopping Malls Design 
and Management - 
Making the Mall “work” 
and Profiting the Retailer 


What could be the 
future concept? 


Where is the 


ith 
Opportunity? Health & Wellness 


Mi, 
p 





| 
l 


CUSHMAN & 
WAKEFIELD. 


Grobe! Rasi Estate Sohutoen 


\\\ JONES LANG 3 
O) LASALLE' n 


PLAZA CENTERS 





rU 
r 
KSHITIJ 


empower 


INDIA RETAIL FORUM 


16 — 18 September 2008, 
The Renaissance, Mumbai, India 


World acclaimed 
business / marketing 
troubleshooter and 
consultant with many of 
the world's leading 
brands and retailers, 
Pritchard won the 
"International Marketer 
of the Year" Award, an 
honor he shares with the 
likes of Steve Jobs from 
Apple, Jeff Bezos from 
Amazon, Andrew Oh 
from LG Group, Kenneth 
Strottman from Strottman Int. Jorma Ollila from Nokia 
and Anita Roddick of Body Shop." 


Bob will speak How to covert challenges in to 
business opportunities especially in the context of 
Emerging Markets. 


Don Keady is 
acknowledged as having 
a unique perspective on 
customer / client 
thought processes, and 
has a well documented 
history of remarkable 
results in the fields of 
Sales, Sales Training 
and Sales Management, 
and additional associated subjects he is often asked to 
speak upon. 


DON KEADY 





At IRF 2008, Don will be sharing his remarkable 
thoughts — as a key motivational speaker — on the 
human resource factor in the business of retail. 
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Doug Hargrove, chief Marketing 
Officer, Torex, has more than 20 years 
experience in retail, having held positions 
with well-known UK High Street names 
and with the software providers who supply 
solutions to the retail market. A strategic 
thinker and a clear communicator Doug 
brings a skill set that will assist Torex in 
becoming the leading global provider to the 
extended retail market place. 


leasing, sale and acquisition, 





development consultancy in 
Jonathan Banks is Nielsen's centres throughout the UK. 
European Business Insight Director, and is a 
Sales and Marketing enthusiast based in 
Oxford. As Nielsen's European consumer 
analyst, Jonathan specializes in tracking and 
predicting consumer behavior and trends to 
help manufacturers and retailers formulate 
winning strategies. In a 30 year career 
spanning FMCG manufacturing and retail, 
Jonathan has held senior positions in 
several multinationals. His impressive 
record of experience and achievement 
comprises key roles with Allied Bakeries 
(ABF), Anchor Foods (New Zealand Milk), 
Courage, Beecham Foods (now GSK), 
Gillette; and in consulting at Sara Lee, Safeway, Greene King and 
Energizer. 





Pua Seck Guan is the chief executive officer of CapitaLand Retail 
Limited, which is the retail real estate business unit of CapitaLand Group, the 
largest real estate company in Southeast Asia by market capitalization. 
CapitaLand Retail has a diversified portfolio of over 115 retail malls in 
Singapore, China, India, Japan and Malaysia, comprising a total net lettable 


area of approximately 56 million square feet. 









Jayne Rafter, the vibrant Publishing Director 
of RLI, the only global retail and leisure 
magazine,will interview global brands 

and relailers at IRF. 


| Featured with Jayne 
! Rafter is Francis 
T Mcaulay at IRF'07 


John Strachan , à partner in Cushman 
& Wakefield EMEA, is a Fellow of the Royal 
Institution of Chartered Surveyors and holds e 
BSc (Hons) Degree in Estates Management from 
Reading University, apart from being a member 
of FRICS. A specialist in the retail sector for the 
past 35 years, John joined the firm in 1972. 
During that time, he has been concerned with 


review among other professional work, and 


high street shopping, retail parks and shopping 


valuation, rent 


connection with 





Martin Dlouhy started his career with 
McDonalds. He became managing director of 
Czech Republic & Slovakia in 2003. He joined 
METRO, Cash & Carry, Russia as expansion 
director and member of management board. 
He later became MD, Czech Republic & 
Slovakia. He is currently MD of METRO Cash 
& Carry, India. He is a Masters in 
International Business from Prague School of 
Economics. He has done his Advanced 
Management Studies from London Business 


School. 
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Jayne Rafter in 
conversation with Salim 
Sacoor Member of the 
Executive Board, Sacoor 
Brothers, Portugal 
Sacoor Brothers is a leading 
fashion retail company with 33 
stores in Portugal, Dubai, Bilbao 
and Barcelona. Salim is 
responsible for Production and 
International Expansion areas of the company 
and he is personally involved in the 
presentation/negotiation with potential 
franchisees/partners around the world. Salim has 
not yet finished graduating from a Management 
course since he started very young -- at the age 
of nineteen -- in the company, attending directly 
| to the customers at Sacoor's first shop in 1989. 








20 of the 20 Top Retailers. 


16 of the 16 Top Grocers 





Get Better Results With Oracle 


- oracle. com/retall - 
or call 1. 800. 633. 0544. 


008, Oracle. All right | res served. Oracle is editteredi trademark of Oracle Co 1 oration and/or its sii listes. 
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Mark your presence among the best of the retail world... Connect and profit from IRF Networking. 


Kabir Lumba, CEO, Lifestyle with 
Abdul Rab, then Head of Retail, 
Parsvnath and team 
Adi Godrej, Godrej Group with 
Kishore Biyani, Future Group 
Ravi Raheja, K Raheja Corp. with 
Hital Meswani, Reliance 
Industries 
Vijay Jain, Orra with TS Ashwin, 
Odyssey 
Sankar G, Reliance Retail with 
Chandru Raheja, K Raheja Corp. 
RamchandraAgarwal, Chairman 
& MD, Vishal Megamart, 
Amitabh Taneja, Chief 
Convenor, IRF and V 
Vaidyanathan, ED, ICICI Bank 
Ajit Joshi, CEO, Croma with 
Manish Kalani, MD, EWDPL 
Kishore Biyani, Future Group 
with Vikram Bakshi, McDonald's 
Krish lyer, AS Watson & Co with 
Yogesh Samat, Foresight Retail 

. Rajan Malhotra, CEO, Big Bazaar 
with Bijou Kurien, President & 
CE, Reliance Retail (Lifestyle 
Division) 

. Pranay Sinha, with Suresh 
Singaravelu, Reliance Industries 

. Andrew Levermore, HyperCity, 
with Rajeev Karwal, and Ratan 
Jalan, Apollo Health 


. Salil Chaturvedi, Director, 


Provogue with Sunil Kapur, MD, 
Blue Foods 


. BS Nagesh, MD, Shoppers' Stop 
with Kishore Biyani, CEO, Future 
Group 


. Bhaskar Bhat, Titan Industries 
with AMK Sinha, IOC 


. Pawan Jain, Safexpress with 
Adarsh Gupta, Liberty 


. Preben Bailey, SG, International 
Shopfitting Organisation with 
Peter Baker, CEO, H&B Stores 

. Francis McAuley, International 
Director, Debenhams with Jayne 
Rafter, Publishing Director, RLI 

. Arjun Sharma, Select 
Infrastructure with Vandana 
Luthra, VLCC 

. Akhil Chaturvedi and Tim 
Eynon, Prozone Enterprises with 

RETAIL DESTI Rajiv Kant Chaturvedi, Reliance 
i industries 

. Pattabhi Rama Rao, MD, 
Cookieman, India with Guy 
Wynn, WT Retail 

. Ajit Joshi, CEO, Croma, 
Shumone Chatterjee, MD, Levi's 
with Peter McCaffery, Director, 
Benoy Architects 

. Robert Spector with Karen M 
Scott, The Greeby Companies 

. Shishir Baijal, CEO, Kshitij with a 
delegate 





BULLET WEYANN GAO 0110 AO 1800 CAUAU JAWOR Q UO ROAU N UOV VONUA LEUAUU QULLA O OORDRA DUD LD0 OAOD OL AOL 





Celebrating excellence in Indian Retail 


Identifying the need for acknowledging and rewarding success in 
retail, IMAGES instituted IMAGES RETAIL AWARDS (IRA) in 2004. 


The IMAGES Retail Awards are conferred for excellence in retailing 


and recognise the brave and innovative spirit of leaders in the dynamic 


Indian retail Industry by felicitating the most exciting retail companies, 


professionals and concepts in the country. At the fifth edition of IMAGES 
RETAIL AWARDS in 2008, the saga takes on epic proportions. 


The environment is invigorating, and the competition, very, very tough! 


On one hand, new players have been relentless about establishing a pan- 


India format; and on the other, traditional retailers have been pushed to keep pace with the 


new evolving formats. Inevitably, there is a new breed of leaders and learners who, while 


creating their own niches in the business, are helping shape the business for good. 


DRY A ! 


Most Admired Retailer of the Year 
Most Admired Retailer of the Year 


Lifestyle 

Most Admired Retailer of the Year 
Most Admired Retailer of the Year 
Most Admired Retailer of the Year 
Most Admired Retailer of the Year 
Most Admired Retailer of the Year 
Most Admired Retailer of the Year 
Fitness 

Most Admired Retailer of the Year 
Improvement 

Most Admired Retailer of the Year 
Most Admired Retailer of the Year 
Services 

Most Admired Retailer of the Year 


AWARDS CATEGORIES* (2008) 


"Subject to change 


Most Admired Retailer of the Year: 


Most Admired Retailer of the Year: 


Most Admired Retailer of the Year: 


Department stores 
Hypermarkets 
Catering Outlets 
Food & Grocery 
Exclusive Fashion & 


Rural Retailing 
Leisure 

Consumer Electronics 
Entertainment 

Health and Wellness 
Beauty Care and 


Home/Office 


Forecourt 
Telecom and Mobile 


Value Retail 


SOURCE AWARDS 


powered by 
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IMAGES RETAIL AWARDS 2008 


September 18, 2008 * Grand Hyatt « Mumbai * India 


lost Admired Retailer of the Year: Innovative Retail 
wine 

Most Admired Retailer of the Year 

Retail Marketing Campaign 

Most Admired Re 
Effective Usage of Supply Chain, e 


Employee 


of the Year 


IKH Most Admired Retailer of the Year 
Satisfaction 

Most Admired Retailer of the Year 
Effective Retail Design - VM 

e Year: Socially Responsible 
Viost Admired Retailer of the Year 


«e eges Technolog Usage 


Most Admired Retaile 


r: New Retail Launch 


AWARDS 


METHODOLOGY 


For more details on 

IMAGES RETAIL AWARDS 
and self-nomination procedure 
please write to 
vivek(@irisretail.com 

or call +91 9311214709 
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IRF EXHIBITIONS: WHERE RETAILERS SHOP 


tifying the right partner(s) is a difficult task. India Retail Forum, the 
| pee s premier and widest assemblage of top-notch professionals 
- from the retail and allied support service industries, is strategically 
- placed to offer innovative retail concepts the best modes of expanding 
and profiting through the right partners. 


dtyagine the scope for shop fit! By 2010-11, about 300 million square 
| jo of retail space will need new ideas in design, shop fit and retail 
support systems. At the moment, though, design/shop fit business, 






| 3 Me shopping centre developers, brands and retailers do not have many 
Retail support system choices. 
& design exposition 
ican / —g"fhebiggest strategic challenge for space developers is to find the 
o rà 7 dlifht tenants, for retailers and brands, spotting and being at the right 
. - tocation remains a none-too-easy challenge. 
E = : L-Cube enables the connection, with a showcase of the most dynamic 


The retail real estate exposition retail environments across the length, breadth and nooks of India. 


and leasing show 


FUTURE ; At 4 e Future Shop, some of the world's leading service and solution 
SHOP ^ pfg ders flaunt the technological advancements that are changing the 
rae fáce- dnd back-end of retail moulding technology in line with consumer 
expectations and optimising fast-paced shopping paradigms. 





RETAIL 


A RETAIL EVENT HAS NEVER BEEN BIGGER THAN THIS! 
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INDIA RETAIL FORU 


16 - 18 September 2008 
The Renaissance, Mumbai, In 


* AASHIYANA INFRASTRUCTURE 
* ABHIKRAMA DESIGNS 
* ACCOR HOTELS 

* ADVANCE INDIA PROJECTS LTD. 
* AGS GROUP 
* Al DISPLAY 

* AMBUJA REALTY DEVELOPMENT 


AXIND SOFTWARE 


+ BARCODE INDIA PVT. 
* BARISTA 

+ BENTEL ASSOCIATES 
+ BLOCHER BLOCHER PARTNERS 
» BRADMA 
* BUILDING CONTROL SOLUTIONS INDIA PVT. LTD 
* CAPITALAND RETAIL 
* CHECKPOINT SYSTEMS INDIA PVT. LTD. 
CUSHMAN & WAKEFIELD 

* DALZIEL & POW DESIGNS 

- DYNAMIC VERTICAL SOLUTIONS 

+ E CITY VENTURES 
* ENTERTAINMENT WORLD DEVELOPERS 
* FUTURA ENTERPRISE RETAIL SOLUTIONS 
* GATI 
+ GLOBAL PROCUREMENT SOLUTIONS 
* GLOW TECH SIGN AND DISPLAYS 

- GOPALAN ENTERPRISES 

* GROTTINI S.R.L 
- GUJARAT AMUSEMENT INDUSTRIES 
* GUNNEBO INDIA LTD. 
* HALOMAX 

* HCL INFOSYTEMS LTD. 
* HMKM 

* INORBIT MALLS (INDIA) PVT. LTD. 

* INTERNATIONAL LAND DEVELOPERS LTD. 
* JONES LANG LASALLE 
* KAZO FASHION LTD 
* KSHITIJ INVESTMENT ADVISORY CO. LTD. 
+ KSL & INDUSTRIES LTD. 

+ LEWIS & HICKEY LTD 
* LOGIC SOFTWARES 
* LOGIKASAFE 

* M WORLDWIDE LTD 
* MAGNUM RETAIL DESIGN 
* MANIPAL CURE AND CARE 
* MECSC 
» METRO CONSTRUCTWELL LTD 
* METRO JUNCTION 
* MOTOROLA ELECTRONICS PTE LTD 
* MX CHART STREET 

* Mx FOODS 

+ NEC INDIA PVT. LTD. 
* NEPTUNE GROUP OF COMPANIES 
* NIIT TECHNOLOGIES 
* NISYST 

* NOKIA 

- ODYSSEY INDIA 

+ ORACLE RETAIL 

* PALAS SOFTWARE PVT. LTD. 

* PARSVNATH DEVELOPERS LTD. 
* PHOTOLINK CREATIVE INDIA 

* PIONEER PROPERTY ZONE 

* PLAZA CENTERS 

* PRESTIGE GROUP 

* PS SRIJAN DEVELOPERS 
* RAMMS 

* RIVIERA ESTATE DEVELOPERS PVT. LTD. 
+ RPA GROUP 

+ SAFEXPRESS PVT. LTD. 
+ SCHLEGEL GMBH 

+ SGF STORE FIXTURES 
* SHARK DESIGN STUDIO PVT. LTD. 
* SIMBA TOYS 
* SUNCITY PROJECTS PVT LTD 
* THE CONTINENTAL GROUP 
+ TOREX 

* VATIKA GROUP 
- VCUSTOMER SERVICES INDIA PVT LTD 
* Z SQUARE SHOPPING 
+ ZUMTOBEL LIGHTING 


LTD. 


MEGHRAJ 


MALL PVT. LTD. 
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LIFE COVER: DATA GAP p1s INDIA'S DESIGN STRUGGLE 
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Will your ZSME 
ot Mid-Corporate 
be the one to Excel? 


National nae lor 7 ZSMEs and Mid-Corporates 
who redefine excellence! 


The CorpExcel Awards are back again. With another opportunity to showcase the power of your 
‘big thinking’. Send your entry and get the recognition you deserve! 


Entry forms available at all CorpBank branches. 
Or log on to www.corpbank.in or our Knowledge Partner at www.jkshim.ac.in 


Open to all - Not just CorpBank customers | | | 


Jury Members |. — — 


9up CEO, Future Group * Mr. RM Malla, CMD, SIDB! 
sident & CEO, Dun & e Ms. Roopa Kudva, MD & CEO, ( 
Info > dea ation Services India Pvt. Ltd. * Mr. Rajesh Dubey, CEO, SME | 
ak, IAS [Retd.] - e Mr. T N Ninan, Editor & Publi 
airme n, The Clearing Business Standard | 
ia L * Dr. N K Thingalaya [ / dviso F 
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SAP SUMMIT 08 1? 


New Ideas New Strategies New Opportunities 





The Indian sub-continent's premier business technology forum. 


SAP SUMMIT 08 is the one event where senior executives, business managers, and decision-makers, from 
businesses of all sizes, will come together to discover how, new innovative business solutions help evolve new - 
Strategies and open up new opportunities for profitable growth. Last year over 3000 of your peers interac 





with industry thought-leaders and global experts at this premier business technology forum. v3 i NS: 4 cot 
UC MSS pid 1 
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di Capge mini cisco FUJITSU CA BEFA ee SIEMENS Contact: SAP Summit Response Cell 
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THE BEST-RUN BUSINESSES RUN SAP 


Editor's Letter 





Burning 
Rubber 


by jehangir s. pocha, editor 


NEW ENTRANTS IN THE AUTO INDUStry 
are usually disparaged. The Japan- 
ese suffered this, as did the South 
Koreans. Now the czars of the auto 
world smirk at Chinese automakers 
talking about aggressively exporting 
their vehicles. But the Chinese could 
well have the last laugh. Their coun- 
try, which made almost no cars 25 
years ago, made nine million in 
2007. The Zhonghua, China’s first 
indigenous car, hit the streets about 
the same time as the Tata Indica, and 
more than a dozen locally designed 
cars are set to hit Chinese roads 
soon. With competition heating up 
at home, many Chinese automakers, 
who once ripped off foreign designs, 
are ramping up their design and 
marketing skills. Many are also for- 
aying into growth markets such as 
Russia; Asia, Africa — and India. At 
this year’s AutoExpo, where the 
Nano stole the show, what went un- 
noticed was the large number of Chi- 
nese firms surveying the market. 
Publicly, Indian automakers say 
they aren’t worried. Privately, they 
are lobbying New Delhi for protec- 
tion. China always inspires fear in 
competitors. The country’s low-cost 
advantage, which is partly based on 
unfair practices and partly on real 
efficiencies, is the obvious reason. 
But the Chinese are also throwing 
the global auto industry another 
googly. Since Chinese auto compa- 





nies realise western and Japanese 
automakers have huge historical ad- 
vantages, they are increasingly fo- 
cusing on an area where the playing 
field is more level — electric and hy- 
brid cars. This is smart. Established 
auto makers, afraid of disruptions 
to their traditional ways, are resist- 
ing a simple fact — that the gas-guz- 
zling, steel marquees of today are 
facing obsolescence. The future be- 
longs to light, composite-material 
vehicles powered by hydrogen, elec- 
tricity or bio-fuels that will cost half 
of what cars cost today. 

Building such cars would be 
good for India, too. Instead of fear- 
ing Chinese automakers, Indian 
automakers could collaborate with 
them. The result could be vehicles 
designed for, not just adapted to, 
the particular needs of our people. 


Sly tlt 
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Introducing the Xerox WC 5016 A3 Mono MFD. 
It is small, but packed with 16 powerful features to enhance your 
performance and take your business to the next level. 
There's a new way to look at it. 


; The Xe Xerox WC 5016 MFD can print, copy 
a - and. scan. 16 pages per minute and still 
- not | get tired. In fact, it has the power 
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(Sheets. of paper, saves trips for frequent 
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paper loading and its Auditron security. 
feature ensures that only authorized 








employees use the machine. All of this — 
turns the little one into the most 
powerful workhorse in your office. 
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No Magical Way To Brand Image 
It is interesting to note how several old and 
trusted brands such as Godrej and Ceat have 
redesigned their logos and are trying to 
reposition their products in order to tap the 
youth market (“Makeover Magic’, BW, 26 
May). It is understandable that companies 
want to upgrade the associations that people 
have with their brands but what is often 
ignored is that several consumers may find it 
difficult to relate to the new logos. Old 
associations is what established companies 
thrive on most of the time, and going for a 
sudden makeover certainly amounts to taking 
a huge gamble. In spite of the several crores of 
rupees that the companies have spent on the 
new ones, there will always be a feeling that 
the old logos looked better. I think an ad blitz 
would have been enough to target newer 
consumer groups. 

Sriram Ganesh, via e-mail 


RY bending 
Makeover 
Magic 








Ahe your comments 


Little Goodwill Better Than None 


As they say, something is better than nothing (‘India 

Inc’s Goodwill Hunting, BW, 26 May). I think we 

should appreciate the efforts being made by the country's 
big corporations for social causes rather than being 
sceptical and questioning whether they are doing enough. 
Until a few years ago, corporate social responsibility was 
hardly talked about, and very few companies undertook 
projects with social welfare as the primary objective. 
However, in the face of growing pressure from the 
government and the media, and increased public 
awareness, more and more companies are now doing their 
bit. One hopes that in time to come, their involvement 
will only increase and their contributions will become 


Bal Govind, via e-mail 


Tall Promises Shorten Brand Equity 


A customer is delighted when his expectations 
are exceeded. And yet even the so-called savvy 
marketers over-promise and under-deliver, 
and damage the equity of their brands. Take 
the case of a leading credit card company 
marketing platinum cards, sold for an entry 
fee of Rs 50,000 “by invitation only”. Amongst 
the promised benefits is unlimited free golf at 
three premier golf courses in India, including 
Classic Golf Resort in Delhi. But when card 
holders call to get a booking, it is repeatedly 
denied. They then discover that only four 
bookings are available per day for all the 
members put together. The catch in such 
schemes is not made known to the buyer 
beforehand. The ‘badwill’ so generated is far 
greater than the targeted goodwill. 

Rakesh Seth, via e-mail 


Corrigendum 
Tata Tea was inadvertently mentioned as one 
of the shortlisted companies in the special 
issue ‘India Inc.’s Goodwill Hunting’ on the 
Businessworld-FICCI-SEDF CSR Awards 
2007 (26 May). Tata Tea was declared the first 
runner-up, next only to this year’s winner 
Mahindra & Mahindra. NTPC, which was 
mentioned as the runner-up, was actually 
awarded the second runner-up position by 
the jury. The errors are regretted. 

—Editor 








Letters may have been edited for brevity. 
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SOME DETAILS SHOULD NEVER SLIP OUT DURING MEETINGS 
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Once the kingdom of bicycles, 
China has now become the 
third largest auto manufac- 
turing country in the world. 


33 Twin Show 
Indian and Chinese car buyers show 
markedly distinct behaviour. 





ON POINT 


10 Steel Wars 
Why Essar Steel's bid for US steel com- 
pany Esmark is fraught with hurdles. 


|] Reliance Gets Going 
After initial hiccups, RIL’s retail biz is 
finally paying off. 


14. Hollywood Calling 
Anil Ambani's Hollywood moves could 
make him India's biggest media moghul. 


T"T A NT/"OT TT" Inm NA 
iS FIANGHETTO 


Weekly strategic corporate moves. 
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Should government give cash to poor? 


24 Coal Realities 
A new policy triggers a tug of war 
between Coal India and India Inc. 


Short Supply 
Sudarshan Arora’s exit from Lupin high- 
lights the talent crunch in pharma R&D. 
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27 Carbon Trading 


. State governments finally wake up to the 
green realities, and strike CFL deals. 


28 Rupee 0n A Low 


The rupee’s sudden depreciation is noth- 
ing but an inevitable correction. 


IN DEPTH 


44 An Uneasy Deal 
The Ranbaxy-Orchid deal may benefit 
both the companies. 


46 NotA Good Cover 


Outdated statistics hinder life insurance 
companies and impact their services. 


50 Design Domain 
In over a year of its existence, the design 
policy has achieved little. 


52 Milken Roundtable 2008 


Nobel laureates discuss the slowdown of 
global economy and where it is headed. 


TECH TALK 


58 Wireless Techniques 
Tzero has come up with a product that can 
handle wireless video at home. 


60 Virtual Reality 


Telepresence and web conferencing tech- 
nologies will improve in coming years. 


IN VOGUE 
8O Knight Riders 


Stay exclusive with the famous lifestyle 
bikes coming to India. 


82 Digital Hollywood 


In three recent movies sci-fi magic has 
been created using clever camera angles. 


86 Bookmark 


Escape from the benevolent zookeepers; 
Ruminations of a gadfly; and India 2008. 








COLUMNS 
22 Ashok V. Desai 


The changing perspective on inflation. 


30 Nayan Chanda 


Global supply chains need a closer watch. 


42 Dean T. Jamison & Bjørn Lomborg 


Small investments can save million lives. 


49 Paul Samuelson 


The way out of the US subprime mess. 


56 Rajeev Dubey 
The MHTP project has failed to kick off. 
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Cover Design by Jyoti Thapa Mani 
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BWonline 


businessworld.in 


Will advertising affect the integrity of 
advocacy, finds out Laisram Indira. 


Tushar Kanwar on the new smartphone 


from HTC and X-mini capsule speaker Total No. of pages 


including cover: 92 
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ESMARK 


Who!l Blink 


Essar's bid EE 
for the US 
steel firm 
Esmark is 
fraught with 
hurdles 
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MANY TAKERS: 
Russian steel firm 
Severstal is the latest 
contender for Esmark 


BLOOMBERG 





THERE'S NOTHING LIKE 
a little competition to 
raise the stakes. Take 
Essar's bid for Esm- 
ark Steel, the Whee- 
ling, West Virginia- 
based steel company. 
First, the United 
Steel Workers (USW) 
union has objected to 
the sale to Essar, say- 
ing that the union's 
contract gives it the 
right to reject any re- 
organisation that 
changes control of 
the company. Now, a 
Russian steel firm, 
OAO Severstal, which 
claims it has the 


support of the USW, 
has made the same 
offer for Esmark: 
about $670 million at 
$17 a share, except 
that Essar has also 
agreed to take on 
$4.00 million of the 
companys debt. 

Esmark has dispu- 
ted the unions posi- 
tion on Essars offer. 
Esmark Chairman 
and CEO James Bou- 
chard has said he will 
meet with Severstal 
officials to discuss 
their offer. 

Now, there are re- 
ports that Essar may 


up its offer. To comp- 
licate things, Laxmi 
Mittal’s ArcelorMittal 
is suing Esmark for 
breach of contract for 
more than $540 mill- 
ion. Esmark, along 
with Brazil’s Cia Vale 
de Rio Doce and Ukr- 
aine’s Industrial Un- 
ion of Dunboss, had 
agreed to buy Arce- 
lorMittal’s Sparrows 
Point, Maryland pl- 
ant for $1.35 billion, 
but could not come 
up with the money. 
Mittal had to sell 
the Sparrows Point 
plant because US 
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anti-trust regulators 
(similar to our own 
Competition Commi- 
ssion) made the sale a 
condition for regulat- 
ory approval of Mittal 
Steel’s acquisition of 
Arcelor. Severstal fin- 
ally bought the Sparr- 
ows Point plant for 
$810 million, and is 
now suing for the dif- 
ference in the price it 
was promised and 
what it received from 
Severstal. Nerves of 
steel are likely to be 
frayed before this 
story is over. 
Srikanth Srinivas 


trillion. The amount of money being spent globally on importing food in 2008, according to FAO. 


“We are nowhere near as prominent in 


Europe as we should be.” 





RELIANCE INDUSTRIES 


Retail Wave 


RELIANCE INDUSTRIES, 
(RIL), which is 
known for its manu- 
facturing and petro- 
chemical might, has 


RIL’s second 
brush with 
the consumer 


space IS recently expressed 
I interest to enter the 
poised to hospitality industry. 
succeed The company has 
not divulged any 
details but if true, 


the move could 
disrupt and remake 
the industry. 

In 2003, RIL 
Chairman and 
Managing Director 
Mukesh Ambani 
revolutionised the 
mobile phone 
industry by intro- 
ducing services at a 
fraction of the cost 
of competitors. 

RILS foray into 
retailing is also 


THE RETAIL PUSH: 
Reliance Industries’ 
foray into retailing is 
finally paying off after 
initial hiccups 
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paying off after initial 
hiccups. 

Reliance Retail 
now has 570 stores 
in 57 cities and is 
close to breaking 
even just 17 months 
after its launch. 


stand at just Rs 26.62 
crore. 

This is mostly on 
account of the 
company’s continued 
expansion. It has just 
signed a joint venture 
with Britain's Marks 


The combined 
losses of Reliance’s 
four retail formats — 
Reliance Retail, 
Fresh, Hypermart 


and Dairy Foods — Vishal Krishna 
STAR CITY MAL. 
^ iQ * Reliance Retail 
dan d But bon "1 | 
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DIPLOMACY 


VISA OVER COFFEE 


INDIA'S INFAMOUS BABUDOM CAN 
draw some inspiration from this. 
India's Ambassador to Argentina, 
Uruguay and Paraguay R. Viswa- 
nathan has instituted a unique 
visa issuing regime at the Indian 
embassy in Buenos Aires. In a 
welcome change from long que- 
ues and time-consuming intervi- 
ews, the embassy offers a plea- 
surable experience of a visa to 
India over a cup of coffee. "We 
offer coffee to visa applicants 

. first and we give five-year multi- 
entry visas before they finish the 
coffee," says Viswanathan in an 
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& Spencer. It is also 
one of the only 
retailers building a 
supply chain from 
farm to store. 


Violent Africa 
Immigrants are 
not safe in South 
Africa, which 
which has about 
4 million foreign- 
ers. Mobs have 
launched fresh 
attacks on foreign 
workers, mostly 
Zimbabweans fle- 
eing poverty and 
violence at home. 
About 13,000 
people have been 
made homeless so 
far since the xeno- 
phobic violence 
first broke out in 
Johannesburg 
last week. 





TRIBHUWAN SHARMA 


e-mail response from Buenos 
Aires. To drive home the point, 
the embassy has renamed the 
visa section "cafe con visa" 
(coffee with visa). 

Viswanathan believes India 
and Latin American countries — — 
can increase bilateral trade expo- 
nentially. Argentina is currently 
India's third largest trading part- 
ner in Latin America — behind 
Brazil and Mexico — with 2007 
trade of $1.33 billion. Cafe con 
visa was his way of presenting 
India's business-friendly image. 

Rajeev Dubey 





cy and on the ground. 
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Experience complete satisfaction as you travel from 7 metros* in India to the largest 
network in Europe & USA. Along with our partner SWISS, we offer a choice of 69 flights** 
to our European hubs in Frankfurt, Munich and Zurich. For more details, log on to 
www.lufthansa.com 


*New service: Pune to Frankfurt from July 2. **Additional flights: Kolkata to Frankfurt from June 4. 





mre’s no better way to fly. 
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OBAMA'S 
MILESTONE 


US Democratic 
presidential 
candidate Barack 
Obama with family 
at the Oregon and 
Kentucky primary 


election night rally 
in Des Moines, 
lowa, on 20 May 
2008. Obama won 
Oregon, capturing a 
majority of pledged 
delegates to the 
Democratic 
convention even as 
he lost Kentucky by 
a wide margin to 
rival Hillary Clinton. 


EDUCATION 


PRIMARY LESSONS: 
English flourished in 
India at the cost of 
regional languages such 


as Marathi and Kannada 






Reality 
Check 


Bilingual Way 





ENGLISH RULES IN 
India. This belief has 
been reinforced by a 
recent survey released 
by the National Univ- 
ersity for Education 
Planning and Admi- 
nistration. 

The survey shows 
a 74 per cent increase 
in the number of 
enrolments — from 








V. : l ; s 
3 arotarred) i Kk . 
Les yey p r, 
5 We Se 
E 
A i 


SUBHABRATA DAS 

















"al ! | > uf, i 
"a TU g7 Al gl 


5.47 million students 
in 2003-04 to 9.51 
million in 2005-06 
— in upper-primary 
sections of English- 
medium schools 
across India. 

This increase, the 
survey reveals, has 
come at the cost 
of regional languages 
such as Marathi, 
Telugu and Kannada. 

This trend might 
be a call to get beyond 
the ‘preservation of 
pluralism of Indian 
languages’ debate 
and consider the need 
for English as the 
country’s lingua 
franca. 

Perhaps it is time 
we moved away from 
the ‘either or’ debate 
and looked at 
bilingualism as a real 
alternative. 


Sumati Nagrath 
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US Dilemma 


US'S CONTROVERSIAL DETENTION CENTRE IN 
Cuba, Guantanamo Bay, is yet again in 
the news. This time, it’s a comment from 
US Defence Secretary Robert Gates, who 
said the Bush Administration “is stuck” 
because it cannot decide what to do with 
some of its prisoners at the detention 
centre. Gates told the US Senate hearing 
that at least 60 prisoners could not be 
returned to their home countries because 
their governments would not accept 
them. Human rights groups and critics 
say the camp violates international law. 


The California Supreme Court has declared a state law that bans Same-sex marriages 
unconstitutional. The only other US state allowing same-sex marriage is Massachusetts. 
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. HOLLYWOOD 


ENTERTAINMENT VALUE 


. RELIANCE BIG ENTER- 
. tainment's (RBEL) 
recent $1-billion 
Hollywood foray is 
the biggest global 


move any Indian film 


company has made 
and will firmly put 
India on the global 
entertainment map. 


The Anil Dhirubhai 


Ambani company 
aims to produce 
three major movies 
featuring top Holly- 
wood stars such as 
Tom Cruise, George 
Clooney and Will 
Smith, something 
that has never been 
done before. The 
move also cements 


When it 
comes to 
repairs, 
consumers are 
at the 
receiving end 


BLOOMBERG 


the increasing corpo- 
ratisation of Indian 
cinema, and proves 
that industrial hou- 
ses can succeed in 
the capricious film 
industry. 

"Being successful 
in Bollywood does 
not mean failure 
elsewhere," says 


MORE THAN 280 
million Indians had 
bought mobile hand- 
sets until April end. 
About 50 million of 
these have been bou- 
ght from the grey 
market. About 150- 
200 new phones 
models are introdu- 
ced every year. 
However, aftersales 
service and repair in- 
frastructure lags sales 





Rajesh Jain, execu- 
tive director for me- 
dia and entertainm- 
ent at KPMG, in 
Mumbai. 

If RBEL does fulfil 
its ambitions, it 
could well turn Anil 
Ambani into India's 
biggest media mogul. 

Janhavi Abhyankar 
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MOST PEACEFUL COUNTRIES 


Japan 
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Source: Global Peace Index 2008 


Service Issues 


by a huge margin. 
One of the reasons 
for poor repair servi- 
ces is that the chan- 


nel for supply of com- 


ponents that go into 

the mobile phones is 

yet to be streamlined. 
"Added to it is 


about 40 per cent tax 
on components,” says 
Pankaj Mohindroo, 
national president of 
the Indian Cellular 
Association. That is 
the cost the original 
equipment manufact- 
urers have to bear 


Iceland 


Norway 
New Zealand 


Ireland 


Denmark 


Portugal 


Finland 
Luxembourg 


10 Austria 


during the warranty 
period. 

^We have Nokia 
Authorised Care Cen- 
tres across India,” 
says Nokia India's 
director of marketing 
Devinder Kishore. 
However, it is the 
turnaround time that 
matters. The globally 
accepted norm is less 
than 24 hours. 

M. Rajendran 









MEDIA 


OnPoint 


Fine Print? 


Why the 
media always 
go wrong 
while 
reporting on 
Nepalese 


PRINTER'S DEVIL: 
Many people, including 
the media, mistake 
Nepali for Nepalese 





Oil 
companies 
are pushing 
premium 
petrol in 
metros 








ON 17 MAY, TEENAGER 
Arushi Talwar was 
found dead in her 
Noida home. As the 
local police bungled 
over the handling of 
the case, leading print 
dailies bungled over 
the correct usage of 
the term to describe 
the initial suspect 
Hemrajs ethnic back- 


ground. Most papers 
referred to Hemraj, a 
Nepalese citizen, as 
Nepali. 

Nepali was decla- 
red an Indian langu- 
age and included in 
Eighth Schedule of 
the Indian Constitu- 
tion in 1992. It is the 
official language of 
Sikkim and West 
Bengal's Darjeeling 
district. The language 
is also known as 
Gorkhali and is 
widely spoken in 
Uttarakhand, 
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14-yr-old girl 
stabbed in 
Noida home 


Ey 
g 


AARUSHI TALWAR, the 14-year-old daugh E 
dentist couple, a student of Delhi Public Sohva, 
was brutally stabbed to death carty Friday In her 


Assam and 
Himachal 
Pradesh. 
That makes 
Nepali an In- 
dian language 
(apart from 
being the offi- 
cial language 
of Nepal), not 
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WHO KILLED ARUSHI TALWAR? 








a nationality. 

Since Hemraj held 
a Nepalese passport, 
he should have been 
described as a Nepa- 
lese citizen. After 
Hemraj was found 
murdered, the other 
suspects of Nepalese 
nationality have also 
been incorrectly re- 
ferred to as Nepalis. 

One newspaper 
corrected its mistake 
the next day. How- 
ever, others do not 
seem to have realised 


COPS FIND f 
NOTHER [| 
EPALI TO 
PIN IT ON! 


„and the new one is not missing or, god forbid, 
dead. He used to be a help at the Talwar home 
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that ‘Nepali’ denotes a 
language, which also 
belongs to Indians. 

At a time when 
Darjeeling district 
and Dooars are agi- 
tating for a separate 
state — Gorkhaland 
— and Nepali-speak- 
ing Indians are seek- 
ing recognition in In- 
dia, the media cannot 
afford to be ignorant 
about the nomencla- 
ture of the country’s 
languages. 

Jyoti Thapa Mani 





Pay Premium 


PETROL AND DIESEL 
users in metros must 
prepare to pay a 
marginally higher 


rate per litre. The pe- 


troleum ministry has 
made up its mind to 
compensate oil firms 
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for their under-recov- 
eries in fuel sales in a 
rather backhanded 
manner. The govern- 
ment has decided to 
force consumers in 
metros and major cit- 
ies to migrate from 


umi oko Fu 
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plain-vanilla unlea- 
ded fuels to the addi- 
tive-strong premium 
fuels such as IOC's 
ExtraPremium and 
HPCLS Power by 
withdrawing sale of 
unleaded fuel over a 
period of time. 

"This does not 
mean that normal 
petrol would be taken 
off the pumps imme- 
diately,” says an IOC 
spokesperson. “Con- 
sumers in metros are 
being perceived to 
have higher ability to 
pay and are being 
targeted for these 
products,” says Dee- 
pak Maurkar, associ- 
ate director of consu- 
Iting firm Pricewater- 
houseCoopers. 

M. Rajendran 
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SBI's volte face 
India's top lender, 
State Bank of 
India, has recalled 
its 16 May circular 
that said financing 
of new tractor and 
farm mechaniza- 
tion equipment 
would be suspen- 
ded. "We regret 
that our circular 
has been misunde- 
rstood and has gi- 
ven rise to concern. 
The circular is 
withdrawn with im- 
mediate effect," 
SBI Chairman O.P. 
Bhatt, said in a 
statement. 


trillion dollars. Estimated assets of sovereign funds worldwide by 2015. 


Farm labourer to plantation owner. 
Joseph Tarakkal, Kozhikode, has measured growth. 





The opportunity economy. The knowledge capital. The manufacturing hub. Flattering, 


but do not do full justice to the new India. Fearless, optimistic, competitive. A reality 


that is accurately captured on the Nifty 50 index, based on stocks listed on NSE, 


India's leading stock exchange. 





ONS 


India, today, is playing to win. To catch the action live, just turn to the Nifty 50. 
lexchaid 


NIF T YX 
} D 


National Stock Exchange of India Limited Stock of th e na tion 


www.nseindia.com 





Nifty has been used to represent S&P CNX Nifty, owned and managed by India Index Services and Products Ltd. (IISL), a joint venture between NSE and CRISII 


CORNERSTONE/NSE-22 


F ianc hetto The week's strategic moves and the movers who made them 
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HSBC rediscovers 
India 

London-based HSBC 
has announced that 
it's acquiring 73.21 
per cent of Indian 
brokerage IL&FS In- 
vestsmart for $261 
million. This will give 
the London bank a 
stronger foothold in 
India, one of the lar- 
gest retail broking 
markets in the world. 
The number of Indi- 
ans with financial as- 
sets of more than $1 


m 


million rose 20 per 

cent last year to ab- 
out 100,000, accor- 
ding to a survey by 

Merrill Lynch & Co. 
and Cap Gemini. 


Surveiling India 
Japan's CBC Corpora- 
tion, a leading global 
player in surveillance 
equipment and imag- 
ing technology pro- 
ducts, has launched 
its wholly-owned In- 
dian subsidiary, CBC 
Corporation Indian. 
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With this, CBC will 
be able to tap into the 
Rs 1,000 crore Indian 
security solutions 
market. The company 
will set up a factory 
in India and plans to 
capture 10-15 per 
cent market share in 
the next three years. 


Ghampagne's 
global spirit 
Champagne Indage, 
India’s oldest vintner, 
has acquired the 
assets of UK-based 
wine supplier Darlin- 
gton Wines. This 
comes barely a week 
after Champagne's 
taking over Austra- 
lian premium winery 
VineCrest. This is the 
fourth acquisition in 
the past two years; in 
2007, Champagne 
had snapped up two 
Aussie wine produ- 
cers — Thachi wines 
and Loxton winery. 


L&T's core focus 
French cement firm 
and the world's sec- 
ond-largest cement 
maker Lafarge has 
acquired L&T's cem- 
ent division, L&T 
Concrete, for $350 
million. This is in line 
with L&T's chairman 
and managing direc- 
tor A.M. Naik's stra- 
tegy to hive off non- 
core businesses. The 
acquisition will help 
Lafarge have a stron- 
ger foothold in India's 
booming construct- 
ion market. 
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Ranbaxy's cure 

for Middle East 
New Delhi-based ~ 
Ranbaxy Labs has 
tied up with Yemen- 
based Pharma. With 
this, Ranbaxy will 
have presence in 11 
countries in the Mi- 
ddle East. Pharma is 
one of the pioneers in 
the healthcare sector 
in Yemen. 

Ranbaxy has 160 
drug approvals in the 
Middle East and is 
the market leader in 
UAE, the single 
largest market for 
the region. 


Vodafone's social 
networking 
UK-based Vodafone 
has announced the 
acquisition of ZYB, 

a Danish operator of 
social networking 
and online manage- 
ment tool for mobile 
phones, for $48.7 
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DEALTRACKER 


BW-THOMSON REUTERS M&A TRACKER - 


Apr il The Asian M&A market saw 2,565 deals worth $120.12 billion | 
as on 19 May 2008. China was the largest market in the region with 884 





TARGET 


L&T Concrete 

Petro Canada-Distillation 
BASF India 
ebusinessware Inc. 


Birla Jingwei Fibres Co. 
Semac 

Speciality Molecules 
Natural Technologies 
Indo Green Projects 
Hansu Controls 

Figures for 4-17 May 2008 


deals worth $26.44 billion. 


Top Indian deals 





TARGET ACQUIRER ACQUIRER DEAL SIZE 
NATION NATION (SM) 
India Lafarge France 349.95 
Canada Cals Refineries India 109.75 
India BASF Germany 40.68 
US Mascon Global India 35.00 
‘China Thai Rayon Thailand 18.62 
India Revathi Equipment India 10.91 
India Jubilant Organosys India 4.79 
India HCL Infosystems India 2.07 
India Industrial Investment Trust India 0.94 
India Investor Group India 0.87 


Top Asian markets 





Ran ud Anale 
0. of deals 


X 
100 200 300 400 





Singapore 


327 


301 







| 


| 68 Indonesia 





| 


an Kazakhstan 


0 1 8 12 





Malaysia 





900 600 







No. of deals 
Bl Deal value 


16 28 ^. 2230 28 


Deal value in $billion 


Figures for 1 January-19 May 2008 
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ITC rejigs its DLF's Italian taste Florence-based com- 
hotels division Italian luxury goods pany will take a 51 
ITC Hotels Division company Salvatore per cent stake in the 
has re-jigged its top- Ferragamo has part- joint venture with 


end hierarchy. Dipak 
Haksar, vice-presi- 
dent (operations), 
ITC — Hotels Divis- 


nered with DLF, con- 
trolled by Indian bill- 
ionaire K.P. Singh, to 
pursue its expansion 


DLF, which is develo- 
ping a series of 
shopping malls in 
India with spaces to 


= jon and general plans in India, which host luxury brands. 

2 manager-ITC include opening three 

M 

a Maurya, has been new stores in India. Communication 

appointed COO of New stores will be skills 
million. joint venture with ITC' Hotels Division. opened in the major Global communicati- 
This will give Vo- New York-listed Haksar will Indian cities of New ons company Cable 

dafone the opportu- Lionsgate for distri- spearhead ITC's exp- Delhi, Bangalore and ^ and Wireless Europe, 
nity to make money bution of English lan- ansion plans for the Mumbai by the Asia and US (EAU) 
from mobile advertis- guagecontentinori- hotels division, which end of the year. The has signed a six-year 
ing using ZYB’s tech- ginal as well as dub- is poised towards contract worth $300 
nology. Post acquisit- ^ bed in local langua- expanding its base in million with the wor- 
ion, ZYB would rem- ges in South Asia, India with several ld’s fifth largest insu- 
ain based in Denm- including India. projects in the luxury rance group, Aviva. 


ark and it would be 
incorporated into 


The joint venture 
will distribute Lions- 


and premium segm- 
ent in progress. 


Under the contract, 
EAU will provide co- 


Vodafone's Internet gate and other Engl- Also, Dhunji Kava- mmunications servi- 
Services Division. ish language content ^ rana, general mana- ces — voice teleph- 
within South Asia, ger of ITC Grand ony, data, local and 


Eros's entertain- 
ment value 

Indian entertainment 
company Eros Inter- 
national has formed a 





across distribution 
formats such as cine- 
mas, home entertain- 
ment, television and 
new media. 


Maratha, Mumbai, 
has been appointed 
as general manager, 
ITC Maurya, 

New Delhi. 
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wide area network 
and, international 
services — to Aviva's 
35,000 staff based in 
the UK and India. 








| Top Asian deals | 
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No. of deals 











4 B as NATI NATION (SM) 
E à m | . ee : 
JP Morgan ; 4 es Pengrun RE Hldg China prey Centergate Tech China 2,595.49 
 — E-Land Ltd-Homever ‘South Korea Samsung Tesco Co. South Korea 1,863.50 
Stores (36) | | 
Citi -RHB Capital ‘Malaysia © Abu Dhabi Commercial UAE 1,204.67 
s | Bank PJSC 
... MCB Bank Pakistan Maybank Malaysia 673.17 
m gu Services - | US i GIC Special Invest Singapore 400.00 
Goldman Sachs ^ | SVA Optronics Co. (China Shanghai SVA Electron Co. China 379.49 
- Precious Luck Enterprises. Hong Kong Million Gold Holdings Hong Kong 375.57 
—— L&T Concrete India Lafarge France 349.95 
Morgan Stanley - — Oden Group HongKong | Rich Key Enterprises Hong Kong 307.85 
~ Shenzhen Huafu Import & China Anhui Feiya Textile Dev Co. China 218.89 
TON & . - Export 
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Quick Take 





Is giving cash to the poor more effective 
than poverty-alleviation programmes? 


We asked... Parth J. Shah, President, Centre for Civil Society; Charan Wadhwa, Professor Emeritus-Economy, Centre for 
Policy Research; Amita V Joseph, Director, Business and Community Foundation; Mohan Guruswamy, Economist, Centre for Policy 
Alternatives; R. Venkatesan, Senior Fellow, National Council for Applied Economic Research (NCAER); Shashanka Bhide, Senior 
Fellow, NCAER; Arun Maira, Former Chairman, Boston Consulting Group; Vikas Vasal, Executive Director, Aid and Development 
Services, KPMG; Sonal Varma, India Economist, Lehman Brothers; D.K. Joshi, Principal Economist, Crisil 





e It makes sense to look at con- 66 whatis missing is profession- © © Instead of either method, we 
ditional cash transfers, having seen als. If you just give money, the poor should look at how our rural poor 
alleviation programmes fail. $ « won't be able to buy services. ^ 4 can be employed. § % 
Parth J. Shah, President, Arun Maira, Former Chairman, Sonal Varma, India Economist, 
Centre for Civil Society Boston Consulting Group Lehman Brothers 


YEO BECAUSE: Poverty-alleviation programmes, such as the public distribution system and 
the National Rural Employment Guarantee Act, have not been successful. According to estimates, only 
15 per cent of the funds allocated for such projects make it through India’s red tape. According to one 
analyst, if the total money spent on poverty-alleviation schemes is divided by the total number of the 

poor, each person would get Rs 3,500 per month — enough to pull them out of poverty. This, according 
to another expert, would cost tax-payers no more than Rs 56,000 crore — Rs 4,000 crore less than the 
farm loan waiver. There are several options for making direct cash payouts. These include food, medicine 
and school vouchers or cheque-based accrual and payment systems. 





N o BEGAUSE: The diagnosis is that existing services such as healthcare or rural education 
don't work; this is not for lack of money. What is missing is professionals in rural areas who can render 
the services required. If you just give the poor money, they won't be able to spend it if there are no 
professionals to deliver essential services. That is why programmes still make sense because they provide 
services and commodities where poor people reside. Money can be spent to send children to school but 
if no school or teacher exists, where will it be spent? ("Drinking, probably!") Good distribution systems 
are important for the availability of essential commodities such as grain and kerosene. Therefore, the 
government must ensure that such services are created and delivered to everyone in the community. 





MAYBE BECAUSE: Instead of handing out cash or organising poverty-alleviation 


programmes, the government should look at how rural folk can be employed outside the harvest season; 
sustainable employment is the best answer to all their problems. By only spending money on the poor, 
the cycle of unemployment and poverty will never be broken. It’s unwise to give away money that is not 
strictly accounted for. Employment will create a sense of responsibility towards the money that is earned. 
Direct cash may help some, but it is almost impossible to track what the person does with it. Also, it’s 
difficult to figure out who the deserving people are. Another suggestion is to go the China way and build 
physical assets that will help rural economies grow, such as roads, schools and small-scale factories. 
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Your potential. Our passion." 


Microsoft: 


a- Å D 


NAME: 


Mr. 2 million user base 
with 400% growth potential. 


RELIANCE Money 


Anil Dhirubhai Ambani Group 


"e 


E "Our core application has handled over 2 million users, 350,000 
_transactions per day in the first year and we expect it to multiply 


by at least 4 times in the next year. SQL Server provides us with Reliance Money emerged as a dominant player in the extremely 
cathe right infrastructure to support our growth and the reliable competitive online broking and distribution space with over 20,000 
. database we need." customer touch points across 4000 plus towns in India within the 
"oc first year of launch. The manifold growth in user base meant greater 
— GN Nagaraj demands on scalability and availability of the application. Microsoft 


. Senior V P & CTO, Reliance Money SQL Server acts as the backbone to a decentralised architecture, 


thereby ensuring 99.998% availability and high-speed transaction 
processing leading to high customer satisfaction levels. 


To know more about Reliance Money and other case studies 
Visit: microsoft.com/india/bigdata | Email: sql in&&microsoft.com 


SMS: SQL to 5676751 | Call: 1800 102 1100 (Airtel)/1800 111 100 (BSNL/MTNL) 


SQL Server advantages 
í e Trusted Platform: Secure, highly available and scalable 
Microsoft * Business Insights: Reporting, Data-warehousing, OLAP and 


S L Se rve r Data Mining included 
* Faster Time to Market: Easy to use, deploy, manage and faster to 


create applications 


2008 Microsoft Corporation. All rights reserved. Microsoft, 'Your potential. Our Passion' and SOL Server are the registered 
trademarks or trademarks of Microsoft Corporation in the United States and/or other countries The names of actual 
companies or products mentioned herein be the trademark of their respective owners. 
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Comment 





The Changing 
Perspective 


by ashok v. desai 


WHEN I WAS IN THE FINANCE MINISTRY, I HAD TO 
forecast inflation. I was not an expert, but it 
was running high and it worried the men in 
power. I worked out techniques which, while 
not perfect, were better than the irrational 
fears and baseless reassurances of my col- 
leagues. I resuscitated them from the limbo 
and tried them out on recent data. What I get 
from the magical formulae is that while in- 
flation, measured by year-on-year increase 
in the wholesale price index (WPI) may rise 
further for a week or two, it is very likely to 
come down after that. The Prime Minister 
has lived through many inflations and knows 





All official 


So we can compare prices over the past 
two, three, four and more weeks; the larger 
the number of such comparisons that shows 
a rise, the greater the chance that prices are 
rising. But just the information that prices 
have been rising or falling is not very inter- 
esting; we would like to know how fast they 
are changing. It is possible to work that out 
from the comparison of any two successive 
WPI figures; the percentage change between 
the figures should be annualized. 

If we did that, we would find these annual- 
ized figures going up and down like crazy; 
rates of change over short periods are ex- 
tremely unstable. That is one reason why the 
government takes year-on-year changes. 
The other is that some prices go up and down 
seasonally. For example, prices fall when a 
harvest comes in; then they go up. Year-on- 
year changes are not affected by seasonal ef- 
fects - or are less affected than other figures. 

Should we, then, abandon our search for 
the correct figure and settle for the govern- 
ment's figure of pseudo-inflation? We do not 


how uncontrollable they are; so he is likely to figures are have to be so defeatist. All economic magni- 
hold his peace. But the finance minister is li- ss tudes are approximate. When the govern- 
able to hubris and may well be tempted to approximate; ment publishes figures of gross domestic 
brag that his heroic efforts brought down the this is true product every quarter, they are not based on 
inflation. any measurements. From a few available fig- 

The WPI is an average of the current level as much of ures, it calculates output indexes for various 
of prices. The year-on-year change in it tells inflation as of industries, obtains rates of change from 
us how much higher or lower prices are than them, and multiplies them by the figures for 
at the same time last year. But if year-on-year GDP and the the last quarter or year to get current figures. 
inflation according to the WPI rises, it does balance of When the Reserve Bank publishes figures of 
not necessarily mean that prices are rising the balance of payments, it invariably puts in 
faster; it could also mean that the rise in payments an item that it calls errors and omissions to 


prices slowed down last year. Conversely, if 
year-on-year inflation according to the WPI 
falls, it may be because prices began rising faster last year. In 
other words, the information that changes in WPI inflation 
from week to week conveys is ambiguous; in particular, it 
tells us nothing about whether prices are rising, and how fast. 

How, then, do we know whether prices are rising or 
falling? Each of us has an approximate estimate of inflation 
from whether we are spending more or less. If our expendi- 
ture on things we buy from week to week goes up, we know 
that prices are going up, whatever the WPI says. In fact, each 
of us could work out his own cost-of-living index by calculat- 
ing the changes in the prices of things we buy regularly and 
multiplying them by their share in our expenditure. 

If that is too much trouble, we can get the same informa- 
tion from the WPI and the cost-of-living indexes, which the 
government publishes with greater delay. But week-to-week 
changes are not very reliable; prices keep fluctuating, and we 
should ignore accidental or random changes. 


acknowledge that its figures are not consis- 

tent. In balance of payments estimates, it 
puts figures of imports and exports based on the foreign ex- 
change the banks have paid and received for them. The min- 
istry of foreign trade estimates its own figures based on dec- 
larations made to the customs department. The two 
estimates never match. They ideally should; in other coun- 
tries they do. But in our country, the government propagates 
the homegrown philosophy of ‘chalta hai (it will do). 

So we too should take estimates of inflation over different 
periods and make up our own minds. If I do so, I come to the 
conclusion that inflation has gone up alarmingly after Janu- 
ary, and is bound to be reflected in the year-on-year index 
later in the year. People are paying higher prices now, but of- 
ficial figures will show that only in the second half of the 
year. Pay now and feel bad later. 








The author is Consultant Editor of Businesswarld. 
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A Conflict 
Of Interests 


Corporate 
India says 
It is getting 
a raw deal 
from Coal 
India 


HEAVY LOAD: Coal 
India says it finds it 
difficult to meet the 
industry's burgeoning 
demand for coal 





by Jayant Singh 


INDIA INC. IS EMBROILED IN A WAR OF WORDS WITH 
Coal India (CIL), the country's largest producer 
and supplier of coal. With an annual production 
of more than 350 million tonnes of raw coal last 
year, Kolkata-based CIL meets the coal require- 
ments of more than 80 per cent of the industry, 
which gives the government-owned and run 
company a near monopoly status in the coal 
market. Traditionally, allocation of coal was 
done by CIL in consultation with the Ministry 
of Coal. The industry was divided into core and 
non-core sectors, and the priority for CIL was to 
meet the coal requirements of the core sectors 
first, which included steel, cement, power, fer- 
tilisers, etc. These dealings took place under a 
5-year fuel supply agreement (FSA) between 
CIL and the industry. While CIL catered to the 
demands of the core sectors, its nine sub- 
sidiaries met the demands of non-core sectors 
on the basis of the installed capacities of the 
registered buyers at preset prices. 

But the announcement of the New Coal Dis- 
tribution Policy (NCDP) by the coal ministry in 
October last year — supposedly to correct the 
issue of poor liftings by the small and medium 
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enterprises — has shaken that equilibrium. The 
new policy superseded all the existing norms of 
the earlier one and also did away with the conc- 
ept of core and non-core sectors. CIL is now ur- 
ging the industry to sign a new FSA which wo- 
uld then be revised on an annual basis. Under 
this policy, the power and the fertiliser sectors 
are given top priority since these sectors operate 
in a price-regulated regime. This means that 
CIL will provide these companies coal — up to 
100 per cent of the units' normative or estima- 
ted requirements — at predetermined prices. 

For units with an annual requirement of 
more than 4,200 tonnes a year, it was decided 
that only 75 per cent (down from the earlier 80 
per cent) of their estimated requirements 
would be provided at prices subject to periodic 
revision. This amount is called the Annual Con- 
tract Quantity (ACQ). 

While the NCDP itself was somewhat of an 
unpleasant surprise for the industry, there were 
several other clauses in the model draft of the 
new FSA too that the industry found unfair and 
unaccommodating. CIL has been in several 
meetings with consumer groups and industry 
bodies, including the Cement Manufacturers' 
Association (CMA), which has been in talks 
with K. Ranganath, director of marketing for 
CIL, since last month to have these clauses re- 
moved or suitably altered. 

Some of the more contentious clauses have 
been those related to the trigger for penalty for 
CIL and the security deposit that the companies 
are supposed to keep with CIL till the order gets 
delivered. In the existing FSA, the trigger for 
penalty for CIL was 90 per cent of the ACQ. 
That is, if CIL failed to deliver 90 per cent ofthe 
agreed quantity, it would be liable to pay a 
penalty to the concerned buyer. In the new 
draft, while the trigger for penalty in case of the 
power sector is still 90 per cent, for the rest of 
the buyers, it is 60 per cent of the ACQ. Since 
these companies are already getting only 75 per 
cent of their requirements, CIL can, in effect, 
get away with supplying only 45 per cent — 60 
per cent of 75 per cent — of the normative re- 
quirement. “If CIL has to supply coal to a com- 
pany over a period of three months, it may or 
may not supply any coal in the first month and 
still get away by supplying the remaining quan- 
tity in the next two months,” says the head of a 
coal consumer association who does not wish to 
be named. This is causing havoc in coal users' 
production schedules. The security deposit, too, 
has been doubled from 10 days' worth of coal 
supply to 21 days' supply. 

The draft also says that the seller — CIL or 
any of its subsidiaries — will be entitled to for- 
feit the deposit even if the seller itself is the 
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Contentious Clauses 


B Trigger for penalty: It has been reduced 
from 90 per cent to 60 per cent of the 


Annual Contract Quantity (ACQ) — only 45 
per cent of a company’s requirement. 


® Security deposit: It has been doubled 
from 10 days' worth of coal supply to 21 


days' of supply and it may be forfeited by 
the seller even if he is the defaulter. 


E Inter-unit transfers: Earlier a company 
could transfer coal within its units, but 
there is no such provision in the new draft. 


B Incentive charge: CIL wants an incentive 
charge for supplying 90 per cent of ACQ. 


® Resolution of disputes: No specified route 
of arbitration on disputes in the new draft. 


defaulter. “Coal consumer groups have repeat- 
edly objected to these clauses, but CIL refuses 
to make any concessions,” says the spokesper- 
son ofa large paper company. 

CIL, on the other hand, has a completely op- 
posite take on the issue. Chairman Partha S. 
Bhattacharyya says, "There is a huge gap bet- 
ween coal availability and the industry's de- 
mand. Considering that power is top priority 
right now, it only makes sense that we divert 
more coal to power than any other sector. And 
what the industry is saying about the new trig- 
ger for penalty makes it seem as if they re more 
interested in charging penalty from CIL than 
getting their delivery.” 

Many claim that CIL wants to divert buyers 
to the e-auction forum where it gets much 
higher prices for coal. Bhattacharyya counters 
this saying that e-auctioning is *the most fair 
method" of distributing coal since coal is highly 
under-priced in India and needs to be sold at 
competitive prices now. Currently, CIL allocates 
10 per cent of its annual produce to e-auctions 
and has earmarked 40 million tonnes this year. 

CIL says that it is trying its best to meet the 
industry's demand and has a target of produc- 
ing 520 million tonnes of coal this fiscal. But it 
also says it will not give in to the pressures ofthe 
industry since it has to import whatever pro- 
portion ofthe demand it can't meet by itself. 

Given such a scenario, if the two parties don't 
reach a consensus soon, the industry would 
have the option of either going for e-auctions or 
importing. In either case, there will be a lot of 
players whose business operations will be se- 
verely impacted due to the sudden jump in their 
coal procurement costs. 
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Talent 


by Noemie Bisserbe 
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PHARMA COMPANY MANAGEMENTS, IMPATIENT TO 
deliver new drugs after a decade of research, are 
pressuring scientists, causing a curious merry- 
go-round among R&D chiefs within the indus- 
try. The latest addition to the list is Sudershan 
Arora, Lupin's discovery research head, who left 
the Mumbai-based drug maker last month after 
three years with the company. According to 
people close to the development, Arora has 
joined Delhi-based Ranbaxy Labs as president 
of drug and clinical development, where he will 
work alongside former Lupin colleague Hima- 
dri Sen, currently president of R&D. An e-mail 
sent by BW to Ranbaxy's officials remained un- 
answered but Lupin's Chairman Desh Bandhu 
Gupta confirmed the development. Gupta also 
said a scientist currently working with a global 
pharma company is expected to replace Arora. 
Mumbai-based Glenmark Pharmaceuticals, 
which has been on the forefront of research over 
the past three years, also lost its R&D chief Swa- 
roop Kumar, who left the company last March 
to pursue his own research venture in Hyder- 
abad. “I have received funding for my company, 
which should be operational within 2-3 
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months,” says Kumar. He had played a signifi- 
cant role in closing the company's four new 
drug out-licensing deals with Forest Laborato- 
ries, Teijin Pharma, Merck KGaA and Eli Lilly. 

Glenn Saldanha, Glenmark's CEO and mana- 
ging director, is unperturbed. *Our research de- 
artment now has a project management 
structure" While Glenmark has not found a re- 
placement for Kumar, a new chief medical offi- 
cer based abroad, and a former employee of 
Pfizer, now vice-president for drug developm- 
ent, were recently hired. “We will only be able to 
disclose details next month," he said. Then, six 
months ago, Dr. Reddys chief scientific officer, 
Uday Saxena, quit after over seven years with 
the Hyderabad-based company. 

Some attribute this remarkable fluidity to “a 
shortage of qualified people”, as Shahina 
Mukadam, research analyst with Mumbai- 
based IDBI Capital, puts it. Says Swaminathan 
Subramaniam, head of Indian operations and 
director of business development at Denmark- 
based Rheoscience: “Local hires are not always 
fit, as they usually lack knowledge across disci- 
plines.” Subramaniam had moved back from 
the US in 1995 to work on Dr Reddys first anti- 
cancer molecule, before joining Rheoscience. 

Talent crunch apart, impatience among pha- 
rma managements to see tangible results after 
over a decade of investments into research is 
also playing its part. “This is not a good time to 
be an R&D chief; says Subramaniam. "Expect- 
ations from R&D in India are unreasonable. 
The performance benchmark has never been so 
high, even as R&D productivity is going down 
globally. This reflects a certain immaturity.’ 

According to Kumar, lack of coordination 
between scientists and the management side is 
mostly responsible for the high attrition. While 
he insists that at Glenmark, it is Saldanha's sup- 
port that has led to the success ofthe company's 
research programme, lack of management ba- 
cking is one of the main reasons for Indian re- 
search firms' poor success rate. "You need a 
clear-cut strategy when it comes to R&D,” he 
says. “Entry and exit strategies shouldn't be de- 
signed by scientists alone and right from the 
start of a project, you should have a clear idea of 
which companies would be interested in devel- 
oping the drug further.” 

A senior R&D scientist with a large domestic 
pharma company, who did not wish to be 
named, puts it simply: “Once Indian research 
starts yielding significant results, and firms 
have a strong molecule pipeline to attract and 
retain scientists, we will see less movement in 
the industry.” Or the other way round, perhaps? 
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In The Name 


Govern- 
ments find 
innovative 
incentives 
to convert 

to green 


RAY OF LIGHT: Green 
projects, like those by 
UPPCL, kill two birds 

with one stone 


Of Green 


by Rajesh Gajra 


THE BROKERING OF DEALS BETWEEN INTERNA- 
tional carbon trading brokers and Indian gov- 
ernment bodies to reduce energy consumption 
and earn carbon credits has gained momentum 
in recent weeks. Not many people noticed the 
surprise, albeit non-political, move sprung by 
Mayawati's Uttar Pradesh government late last 
month through its electricity body, Uttar Prad- 
esh Power Corporation (UPPCL). 

UPPCL signed a memorandum of underst- 
anding (MoU) with two companies on a deal 
that involves the companies funding the entire 
cost of a compact fluorescent lamp (CFL) above 
Rs 10. The condition: UPPCL distributes about 
22 million CFLs in exchange for existing incan- 
descent lamps and at a cost of Rs 10 per CFL. 
"This is to mitigate the more than 2,000-MW 
per day gap between demand and supply of 
electricity in UP; says a director in UPPCL. 
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CantorCO2e India, a subsidiary of interna- 
tional parent CantorCO2e, will source 12 mil- 
lion CFLs. The balance 10 million will be from 
Banyan Environmental Innovations (BEI), a 
Hyderabad-based company that has tied up 
with Climate Change Capital (CCC), an interna- 
tional carbon funds. 

Last year, the Andhra Pradesh government 
initiated a similar MoU with BEI for the repla- 
cement of 700,000 CFLs.The company has re- 
cently managed to get the project validated un- 
der the Clean Development Mechanism (CDM) 
of the United Nations Framework Convention 
on Climate Change. For the UP project, the two 
companies have initiated the process of prepar- 
ing and submitting the project details to CDM. 

The actual distribution of CFLs in AP is sla- 
ted to start in two months while the UP project 
will go live in the last quarter of this year. CCC 
and CantorCO2e can get certified reductions 
(CERs) from CDM and sell in the international 
market to Kyoto Protocol signatory countries. 

The financial model is attractive if the CFLs 
reach households instead of the grey market. 
CantorCO2e expects the cost of a CFL to be Rs 
70 and an additional Rs 30 in the form of ad- 
ministrative and processing costs. As per the 
companys estimates, each CFL that is success- 
fully installed and gets certification from CDM 
is expected to earn 0.09 CER per annum as it 
will result in an annual saving of roughly 0.09 
metric tonne of carbon dioxide emissions (one 
CO2 metric tonne is equivalent to one CER). 

Currently, one CER is getting traded at about 
17 euros at the CER futures market of European 
Climate Exchange. So, 0.09 CER credit earned 
will fetch around 1.5 euros (around Rs 99) in 
the international market. CantorCO2e takes a 
conservative realisation estimate of Rs 66. So, 
for an investment of Rs 100 in one CFLs, the po- 
tential return is Rs 66 in the first year. In the 
second year it would earn another Rs 66 and re- 
cover its initial cost of Rs 100. "A CFL has an av- 
erage lifetime of four years and so it is a decent 
investment,” says Rambabu, managing director 
of CantorCO2e India. 

This is the carrot that the carbon trading bro- 
kers are dangling before potential funders and 
financial firms. The UP project would entail a 
collective investment of over Rs 220 crore. Tho- 
ugh UPPCL pays nothing, it could lose out if the 
consumers do not use CFLs. Under the CDM 
certification process, the two companies can 
monitor and ensure only 10 per cent ofthe CFLs 
installed are used and earn the CERs. There is 
no guarantee that it will get the estimated sav- 
ings of 3,000 MW per day per million CFLs. 
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The rupee, 

over the 
past year, 
has shown 
no secular 


Streak 


by Raghu Mohan 


THE RUPEE HAS BEEN TESTING FRESH 13-MONTH 
lows against the greenback in recent times, and 
20 May’s close of 42.51 represents a fall of 6.54 
per cent in the current financial year. Flaring 
crude oil prices — currently at $130 a barrel and 
threatening to rise further — is the main driver 
behind this fall. Inter-bank dealers say that 
state-run oil companies have stepped up dollar 
purchases even as the majority of exporters 
have sold their dollars. And according to the lat- 
est set of data released by the Reserve Bank of 
India (RBI), the current account shortfall in- 
creased to $5.4 billion in the three months 
ended 31 December, up from $3.7 billion a year 
earlier and $4.7 billion in the preceding quarter. 


# currency 


Downward 


Standard Chartered Bank’s senior economist, 
Shuchita Mehta, says that in the medium to 
long term, the rupee will remain bullish as im- 
provements in the fundamentals of the econ- 
omy should correspondingly get reflected in the 
currency value. But she also qualifies that there 
could be a blow to exports from India’s slowing 
trade partners. Europe, the US and China to- 
gether account for 40 per cent (21.5 per cent, 
13.4 per cent and 5.95 per cent, respectively) of 
India’s total exports. “Given the current global 
macro-economic backdrop, where the US is ex- 
pected to be in recession, the European Union 
is expected to feel the chill and China to grow in 
single digits, export growth will be hit,” she says. 

The changed outlook on the rupee has oc- 
curred within a matter of weeks. With inflation 
surging to highs of 7 per cent and above, a view 
had been gaining ground that the central bank 
would allow appreciation in the rupee to com- 
bat it. However, after the RBI’s Annual Policy 
meeting in April and Governor Y.V. Reddy’s 
comment that the rupee would not be used as a 
tool to stamp out imported inflation, expecta- 
tions have changed. 

There has been no secular trend in the rupee’s 
movement over the past year. The rupee quoted 
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at 43.59 at end-March 2007, and appreciated 
by 5.6 per cent to 41.29 at end-April 2007 and 
further to 39.27 by 8 January 2008. In the sub- 
sequent period, it has depreciated, easing to 
39.97 dollar by end-March 2008, to pierce 42 
and lower recently. 

So, how low will the rupee go? According to 
K.N. Dey, director at Basix Forex — a firm that 
offers advice to companies on foreign exchange 
— the central bank will not allow the rupee 
to depreciate to 43 and lower. “At some point, 
they will start selling dollars in the market,” he 
says. “That’s a better way to control money sup- 
ply as such dollar sales will suck out rupee liq- 
uidity rather than through hikes in the cash 
reserve ratio (CRR)? 

The point being made here is that despite the 
CRR having been hiked by 225 basis point since 
December 2006 to 8.25 per cent, the system is 
awash with liquidity. On 20 May, banks parked 
Rs 23,175 crore with the central bank at its re- 
verse repo window. Reddy's statement that “ris- 
ing inflation was totally unacceptable and offi- 
cial data was underestimating the actual rate of 
inflation" indicates that tougher measures may 
be around the corner. 

Global rating agency Moody has pointed out 
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The rupee's sharp depreciation is viewed as an inevitable correction 
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that the RBI's monetary tightening and stricter 
oversight of bank lending led to the contain- 
ment of price growth to within 5 per cent and a 
cooling of consumer and property lending 
through 2007. However, its monetary responsi- 
bilities have been complicated by a surge in 
foreign capital inflows that has caused the mon- 
etary base to grow by 22 per cent, far above 
its 18 per cent year-on-year broad money 
growth target. 
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Bound Together 


Supply 
Chinks 


by nayan chanda 


TWO YEARS AGO, THE CEO OF IBM, SAM 
Palmisano, coined the term 'Globally Inte- 
grated Enterprise’ to describe a new type of 
business that seeks to source material and 
talents globally. While a multinational cre- 
ates “mini versions" of itselfin different coun- 
tries, the GIE, he wrote, sets up production 
and distribution links “wherever it makes 
sense’, on the basis of "access to expertise, su- 
perior economics and on the presence of 
open environments and technologies". Even 
before firms like IBM began remaking them- 
selves to adapt to this strategy, similar prod- 
ucts had been sweeping the world — which 





As supply 


However, the most serious concern to be 
raised about globally integrated products 
came from a US-made blood-thinner called 
heparin, which is widely used by patients un- 
dergoing dialysis and other procedures. Af- 
ter some 81 American patients died after us- 
ing the product, the source of the 
contaminated ingredient was traced to 
China, where downstream suppliers oper- 
ate without regulatory oversight or quality 
control mechanisms. 

In order not to alarm consumers or attract 
controversy, many producers simply avoid 
mentioning the foreign origins of the ingre- 
dients that go into processed food or, for that 
matter, medicines. Researchers have found 
that even Nutri-Grain cereal bars, which 
come stamped with a "Made in USA label, in- 
clude ingredients procured from Denmark, 
Italy, the Philippines and India. Such exam- 
ples bring to light how intimately today's 
processed food is dependent on myriad 
sources, and how the health and safety of 
consumers ultimately depend on hundreds 


we could call globally integrated products. chains of thousands of subcontractor companies 
The process through which this takes place is and workers spread across continents. One 
so opaque that few understand it, but a re- become or two bad apples contaminating the supply 
cent spate of scandals involving such prod- glob al, chain can bring death and injury around the 
ucts has added to the anxiety about a glob- à globe, as well as cause economic losses and 
alised manufacturing and supply chain. companies product recalls. Fakery and adulteration 
"Made in China’ or Made in Costa Rica’ o MEN 1L, omini omnia dus vm 
even claim to be made in one's home country, a closer plex processes of manufacturing and intri- 
but that is often only half the story. Whether watch on cate supply chains crisscrossing the planet 


itis a television set or a granola bar, it is actu- 
ally ‘made in the world. Combining 
economies of scale with the disintegration of 
product components and low wages in the 
developing world, manufacturers have managed to slash the 
prices of goods. This transformation has taken place quietly, 
often without consumers being aware ofthe long chain link- 
ing products to distant producers. But the illnesses and in- 
juries afflicting consumers of everyday products — from pet 
foods to toothpaste — have begun ringing the alarm bells. 
Until their dogs and cats fell sick and died, few American 
consumers suspected that the ordinary pet food in super- 
markets contained a fake protein imported from China. No- 
body would have believed that toothpaste could be lethal, 
but the decision by a Chinese company to replace one ingre- 
dient with a cheap toxic chemical killed at least 51 people in 
Panama. Mattel had to recall nearly 10 million toys made 
in China (costing some $30 million) as they were found to 
contain toxic lead paint. The recall and the attendant bad 
publicity was a serious blow to the US's leading toy maker, 
which sources nearly 80 per cent of its products from China. 


quality 


multiply the risks and make it harder to 
identify the source of contamination. 


As consumers wake up to the fact that ^ 


their child is sick from playing with a for- 
eign-made toy, or that their pet is dead from adulterated 
food and a family member is at risk from a drug contami- 
nated by the neglect or avarice of a foreign supplier, their 
anxiety is understandably growing along with demands for 
closer government scrutiny. Meanwhile, the integration of 
global production processes has reached a stage where at- 
tempts to undo it would cause havoc for both consumers and 
producers. For the sake of sustaining a global supply chain 
that has brought both variety and low-priced goods, compa- 
nies must themselves accept greater responsibility for over- 
seeing their supply chains. 
As events have shown, a globally integrated product is 
only as good or bad as the weakest link in its supply chain. 


The author is Director of Publications at the Yale Center for 
the Study of Globalization and Editor of YaleGlobal Online. 
boundtogether.bw (2)gmail.com 
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\ In a decade from 
now, Ghinese 
Cars could envelop 
the world, 
including India 
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ENES OT SO LONG AGO, CHINA 
E was known as the 'king- 
-dom of bicycles. In Bei- 
jing, roughly 8 million 
|. bicycles commandeered 
special lanes on the 
E city’s roads. But now as 
B China booms, the pedal 
is rapidly being repla- 
E | ced by the accelerator. 
"With per capita i incomes in the country rising at 
- Arapid clip, China's middle class has discarded 
-its bicycles and begun to snap up cars at a brisk 
.rate, delighting car manufacturers around the 
world and driving environmentalists to despair. 

. A majority of these cars are made through 
-< joint ventures (JVs) with foreign companies. 
-o These unions have reaped huge benefits. From a 
.. humble start of 140,000 units in 1978, China 





v produced. an incredible 9 million vehicles in 


2007,a million and a half more than in 2006. 

The country has now become the third largest 
<- auto manufacturing country in the world, after 
-— the US and Japan, and the second largest in 


a terms of consumption, after the US. 


While addressing an international confer- 
ence on automotive manufacturing in China in 
the middle of April, Zhang Xiaoyu, deputy di- 
rector of the China Confederation of Machinery 


~ Industry, pointed out that the country’s auto 


output had risen from 0.3 per cent of the 
world's total output to 11.8 per cent. According 
^to Zhang, China's developmental goal for 2020 
- is “to become one of the strongest automotive 


- . countries in the world". By then, he predicted, 


 theincrease in urbanisation rate from 40 per 
cent to 60 per cent would help increase the pop- 
. ularisation rate of privately owned vehicles by 
10-15 per cent. "There will be a huge demand 
from 800 million newly rich farmers,” he told 


-© the gathering. "In the international market, 
—— Chinese vehicles will account for 20 per cent of 
< the global competition.” 

coo. Sceptics, of course, abound. “If you mean 20 


(0 per cent of global exports, I think itis very un- 
^ likely,” says John Ravenhill, professor of politi- 


~~ eal economy at the Australian National Univer- 


4 sity in Canberra and an independent analyst of 





the Chinese auto industry. “Depending on how 
joint venture policies evolve in China, I doubt 
that independent Chinese companies would ac- 
count for 20 per cent of the global production.” 

Nonetheless, allying with local players to 
slake the incredible Chinese thirst for cars 
seems like a sound business proposition for 
leading auto makers such as those in Detroit — 
indeed, the only proposition, considering 
higher wage rates, union problems, and a de- 
clining market share in the US. Doing so, how- 
ever, comes at a price. Having benefited from 
years of building foreign cars through their JVs, 
Chinese companies have learnt a thing or two 
about the manufacturing process and rarely re- 
sort to reverse engineering to learn how to 
make one from scratch (some might still do it 
for things like automatic transmissions). This 
has ignited a dramatic increase in Chinese- 
made vehicles such as Geelys and Cherys, 
which, in fact, started out by making cars out of 
the JV structure. 

So far, the prized US and European markets 
have put the brakes on incursions by Chinese 
car companies — safety and emission standards 
are much more stringent in these regions. The 
rest of the world, however, has been more re- 
ceptive. Since 2004, China's indigenous vehicle 
exports increased at a scorching pace, from 
136,000 units in 2004 to 340,000 units in 
2006 to 614,000 units in 2007. Products that 
varied from SUVs to minivans to small trucks 
found buyers primarily in the developing world. 

Now, going by the large presence of Chinese 
companies at January's Auto Expo in Delhi, In- 
dia also appears to be on their radar. However, 
as Chinese auto makers seek to tap Indian mar- 
kets, they need to keep in mind that the con- 
sumer behaviour in this country is quite distinct 
from that in their home country. Chinese car 
buyers are more evolved. They use modern-day 
technologies such as the internet, and visit auto 
exhibitions while choosing which car to buy 
(see McKinsey report 'Growing At Tangents' on 
page 38 for more details). 

Most industry experts agree that while Chi- 
nese car companies have some way to go before 
they can breach the ramparts of western car 
markets, it is only a matter of time — perhaps 
five years — before they will be able to do so. 


The Evolution 

China's major foray into car manufacturing be- 
gan just after reforms were initiated in 1979. 
Taking a cue from the Japanese and South Ko- 
rean experience where the auto industry was 
held back from liberalisation, and harnessing 
Mao Zedong's philosophy of letting 'a hundred 
flowers bloom’, the government deliberately 
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e Car exports from China 
are growing at à 
scorching pace, 
clocking over 100 per 
cent in 2007 

e The US and European 
markets, with stricter 
safety and emission 
norms, still pose a 
challenge to Chinese 
automobile exporters 








SWANKY BUT NOT 
PRICEY: BYD's Dual 
Mode is a spacious yet 
affordable saloon car 
set to be launched 
later this year 















fragmented the industry by allowing a plethora 
of state-owned car companies to emerge, limit- 
ing its risk of relying on the success of a few. The 
government also helped out local auto makers 
by awarding them ideal land sites within tax- 
free, export-promotion zones for their manu- 
facturing plants, often near deep-water ports. 
Unions were disallowed. The state then pushed 
these companies to constantly innovate and im- 
prove manufacturing processes. 

Finally, in the mid-1980s, the government, as 
part of its ‘Reform and Opening-up’ policies, 
figured that a foreign partner with decades of 
experience in such a high-scale, high-tech in- 
dustry was essential. One of the first successful 
50:50 JVs between a state-owned company and 
Volkswagen (VW) — Shanghai Volkswagen Au- 
tomotive Company — was flagged off in 1985. 
In the 1990s, a wave of other multinationals fol- 
lowed in VW's wake, bringing in an avalanche of 
capital and technological expertise. 

From the mid- to late-1990s, Chinese au- 
tomakers began to skirt the JV option and 
sought out independent innovation. Private 
players such as the Zhejiang-based Geely Hold- 
ing Group (Geely), originally a manufacturer of 
refrigeration products, entered the auto manu- 
facturing sector. The company initially started 
producing motorcycles but later moved into the 
passenger vehicle business. In 1996, Geely be- 
came Chinas first private company to acquire a 
licence to make cars. On 18 December 1999, 
Chery Auto, a state-owned automaker based in 
Anhui Province in south-east China, produced 
its first indigenous car. 

Initially, India's own protectionist policies also 
barred the development of joint ventures with 
foreign companies. But this only pushed Indian 
companies such as Tata Motors and Mahindra & 
Mahindra to develop their own indigenous mod- 
els. In China, despite years of foreign technology 

and capital having blunted the com- 
petitiveness of local firms, the 
country dwarfs India in car 
production and has 
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higher export figures because of less red tape, 
better state policies for industry and vastly supe- 
rior infrastructure. Consequently, cheap Chinese 
cars rather than Indian will more likely blanket 
the world in the next decade. 


The Automotive Nuke 
As US consumers continue to buy gas-guzzling 
SUVs (Chinese do, too, but only the affluent) 
and oil reaches a dizzying new high of $129 a 
barrel, the launch of a revolutionary all-electric 
car by a Chinese company is significant. When 
one hears about an ‘eco car; the standard image 
that springs to mind is of a two-person geek- 
mobile that can be mistaken for a glorified golf 
cart. But the e6, powered by an Fe battery, is no 
golf cart, and a quantum leap ahead of its peers. 
Builit by Shenzhen, Guangdong-based BYD 
Automobile — a subsidiary of BYD Holding, 
which is listed on the Hong Kong Stock Ex- 
change — e6 is a stylish and comfortable five- 
seater that can reach an astonishingly high 160 
kmph and can accelerate from 0-60 kmph in 
less than 10 seconds. Recharging the battery 
means plugging it into a 220-V power outlet or 
via a 3C quick charge at a charging station 
that can replenish the battery up to 80 per 
cent in only 15 minutes. Fully juiced up, 

the car runs a distance of 300 km. 

The magic bullet for the e6 is its battery 
_ technology. “We have the largest number 
of people in the world involved in battery 
research, running into 300-400 resear- 
chers,” said CEO Wang Chuanfu, 42, during a 
recent conference organised by China Business 
Update (CBU) on OEM and supplier strategies 
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in the coming decade. “I believe Chinese people 
are neither stupid nor lazy, and whatever they 
undertake they are able to complete very well." 
Based on current market projections, Wang 
says that by 2010, BYD will surpass the current 
sales champion Shanghai-GM, which recorded 
total sales of 500,000 vehicles in 2007. 

Despite all the hoopla surrounding the e6, it 
isn't yet clear as to how much of a dream ride 
the car will be. The global market is yet to com- 
prehensively test the car, its battery, its charging 
abilities or its engine capabilities. The model 
might prove too expensive for consumers. 
There might be safety issues to resolve. Also, 
drivers haven't really gone ga-ga over electric or 
other eco-clean cars in the US — the world's 
biggest car market — where the Marlboro Man 
still apparently cannot bear to part with his 
Ford Bronco or his Chevy Suburban SUV. In 10 
years, however, with oil prices simply unafford- 
able, BYD and its fleet of tried and tested elec- 
tric cars could be the company to beat. 


Going Beyond 


For quite some time now, Chinese automak- 
ers have been eyeing the export market. 
The trickle, which began well into the 
new millennium, turned into a 
swarm in 2005, when a staggering 
1,025 companies exported vehicles 
overseas. In the following year, the 
number increased to 1,175, of which 
204 sold just a token one vehicle in 
foreign countries. Some sanity was 
restored in 2007, when under a new 
set of regulations, vehicle export com- 
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panies were streamlined to around 600. 

For Chinese indigenous vehicle exports, Rus- 
sia, the Middle-East, Central Asia and North 
Africa are major markets. Eastern Europe, 
Latin America and South-east Asia also figure. 
In terms of countries, China's commercial vehi- 
cles were mainly sold in Russía, Syria, South 
Africa, Vietnam and Iran in 2006, and the top 
five export markets in terms oftrade value were 
Russia, Iran, Kazakhstan, Vietnam and Algeria. 
Taking pole position is Russia, which accounted 
for the largest Chinese vehicle exports both in 
terms of volume and value in 2007. 

According to statistics released by the Chi- 
nese Association of Automobile Manufacturers, 
Chinas vehicle exports continued to record new 
highs, with export volume and value climbing 
to 614,412 units and $7.3 billion, respectively, in 
2007, up 78.93 per cent and 133.05 per cent 
from a year ago. As a percentage of overall sales, 
it's a tad low — 6.8 per cent — especially when 
compared with India's 14 per cent. But in terms 
of sheer volume, China beat India (which exp- 
orted around 227,000 cars) hollow. 

Of China's exports, trucks maintained top po- 
sition with a volume of 275,806 units, up 62.32 
per cent from 2006. Car exports came second, 
with a total of 188,638 units last year, up 102.15 
per cent year-on-year. Other vehicle categories 
also saw significant northward movement. 


Lure Of The Volga 

A couple of years ago, Russia was emerging as 
one of the most important export destinations 
being eyed by every Chinese automaker. One of 
the major Chinese car exporters to Russia, 
Chery, made it a highly competitive market for 
local car manufacturers. It sold 15,071 vehicles 
in Russia in the January-May 2007 period, up 
40 per cent year-on-year. Without a doubt, 
Chery directly threatened Volga, the largest 
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Russian automaker, resulting in some of 
Chery's models rather unjustly getting chris- 
tened with the sobriquet ‘Lada Killer’. (Lada is 
Volga’s best-selling model in Russia.) 

Apart from Chery, Zhongxing (a Baoding- 
based SUV and pick-up manufacturer, which 
emerged from the ashes of the now-defunct 
state-owned company called Tianye after being 
bought out by Brilliance Auto) and Great Wall 
Motor have been exporting SUVs and pick-ups 
to Russia, which are also posing stiff competi- 
tion to their Russian-made counterparts. 

Sensing a threat, the Russian government 
stopped permitting new foreign automobile as- 
sembly programmes on 15 September 2007. 
The government did not approve a single as- 
sembly plant that a bunch of Chinese automak- 
ers had applied for before that date. 

According to Zhu Jingcheng, president of 
Siber Automobile Export Company and an ex- 
pert on Chinese automotive exports to Russia, it 
is unwise to directly compete with a foreign de- 

veloping country’s local models. Zhu 
is known for his involvement in 
exporting the first batch of 
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501 Zhongxing Admiral Pickups to Russia in 
2003. "Chinese vehicles are not competing with 
foreign-branded vehicles in Russia,” noted Zhu 
at a China-Russia Auto Market Forum held in 
Harbin last year. “They are competing with lo- 
cally-branded vehicles, which is unwise.” 

Chinese car makers are now eyeing the fast- 
growing Indian market, too. At the New Delhi 
Auto Expo 2008 in January, a little known Chi- 
nese OEM was the first to exhibit a vehicle. Zo- 
tye Group, from Zhejiang Province, displayed a 
small SUV — Zotye 2008 — and was aggres- 
sively looking into entering the Indian market. 
“Eighty per cent of the visitors to our booth 
wanted to buy the vehicle immediately,” a smil- 
ing James Dai, deputy general manager of Zo- 
tye, told this correspondent back then. 

“Our main mission in coming to this auto 
show is to look for local partners to assemble 
and distribute this vehicle in India.” he said. 
"We have identified 10 companies; in six mon- 
ths we feel we can complete the homologation 
and start selling in India" Not much has been 
heard from the company thereafter, though. 


The Long Road Ahead 

In spite of their soaring export figures, Chinese 
OEMs are still at a stage of gathering experience 
with their comparatively less competitive prod- 
ucts in terms of quality and reputation. *They 
also face difficulty exporting their products be- 
cause there is no Chinese shipping company 
specialising in this field,” says Louise Liu, a Chi- 
nese automotive analyst. “Chinese exporters 
have to mainly rely on Japanese, Korean and 
Norwegian shipping fleets to export their prod- 
ucts, which greatly increases costs.” 

Chinese automakers have also been planning 
to enter mature automotive markets such as the 
US and Europe. They have been consistently 
making their presence felt at top international 
auto shows from Detroit to Frankfurt. But gain- 
ing an entry into these markets has been tough. 
Not being able to satisfy the strictest of emis- 
sion standards and failing crash tests have 
dogged Chinese auto makers’ smooth sail- 
ing into these markets. For instance, the 

Jiangxi Province-based Jiangling Mo- 

tors SUV Landwind, miserably failed a 

controversial German crash test in 

2005. It received brutal reviews from 

auto bloggers around the globe, and 

the video of the crash test even found 

its way on to the popular YouTube web- 

site, attracting some nasty comments. 
In J.D. Power's 2007 Initial Quality 

Study — an industry benchmark for 
new-vehicle quality measured at 90 days of 
ownership — none of the Chinese brands such 
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as Geely or Chery featured in the top ranked 
cars. The bulk of the honours went to Japanese 
. and Korean car-makers. *Quality control is 
clearly the most significant issue and relates to 
accumulation of know-how, availability of expe- 
rienced engineers and designers,” says Raven- 
hill. “Success may not depend on establishing 
their own brands globally but on supplying re- 
badged vehicles to some global assemblers.” 

Pushing a car that hasn't been rigorously 
tested into the western market could be a disas- 
trous move. It could sound the death knell for 
the company and seriously undermine the ef- 
forts of subsequent Chinese car companies to 
gain a toehold in these markets. "We saw with 
the Korean companies in the late 1980s and 
first half of the 1990s how poor quality vehicles 
could generate a negative reputation,” says 
Ravenhill. “Yet the Koreans were able to turn 
this around remarkably quickly in the years af- 
ter 2000.” The Chinese may not be so lucky. 

Not surprisingly, ‘quality’ and ‘brand image 
have surfaced as the new corporate mantras 
with many Chinese automakers, including 
Wang Fengying, the much-respected CEO of 
Great Wall Motor Company, a car maker that 
first started off as a humble, village-owned fac- 
tory responsible for refitting farm vehicles. “Our 
core value is ‘Fashion, Science & Technology, 
and High-quality,” said Wang at CBU’s confer- 
ence that flagged off Auto China 2008. 

What the company also desperately needs is 
marketing savvy. One of Great Wall’s best-sell- 
ing products is the pick-up truck named Wingle 
(Wingle = Wind + Eagle). But in the English 
language it becomes awkward. “I don’t know 
what ‘Wingle’ means in English,” says Gregory 
W. Noble, professor at Tokyo University and an 
independent analyst of the Chinese automotive 
industry. “But it doesn’t sound like anything an 
American or Canadian would buy. If Chinese 
auto companies wish to expand exports to de- 
veloped country markets, they will need to take 
a wider view of quality that includes not just 
product hardware, but also English product 
names, advertisements, websites, user manuals 
and a host of other software issues.” 

Another example of a Chinese automaker 
paying attention to quality and branding is 
Geely. Geely was on a war footing to distance it- 
self from its earlier cheap brand image. Its con- 
cept GT or Geely Tiger stole the show at its 
stand at Auto China 2008, and has been widely 
dubbed as the “Chinese Bat-mobile”. “Despite 
the glamorous new vehicles on display at its 
spacious stand at Auto China, it remains to be 
seen how the domestic and international mar- 
kets would respond to Geely’s new line of prod- 
ucts,” says Wayne Xing, a veteran analyst of the 
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Chinese automotive industry and the editor-in- 
chief of China Automotive Review. “It will take 
some time before Geely is able to reinvent itself 
and change its brand image among both do- 
mestic and international consumers.” 

Other hurdles that greet China’s quest to 
dominate the global car market with its indige- 
nous brands include rising wages at home and 
an appreciating currency, which are beginning 
to bump up the prices of Chinese goods abroad. 
Car plants around the country — especially 
those not in a JV — are often disorganised and 
far less productive than their Japanese and Ko- 
rean competitors. Then there are problems 
meeting international safety and emission stan- 
dards. Plus, marketing cars to non-Chinese 
people will require the ability to understand the 
foreign consumer better. Establishing sales and 
distribution networks and after-sales service 
will also pose a major challenge. 

Just a few decades ago, China was primarily 
an agrarian society with little influence on the 
world in terms of the manufacturing of goods 
and services. Today, much of what you wear or 
own or use probably comes from China — low- 
end items like your clothes, your watch and 
your coffee machine to high-end ones like your 
computer and your television. While China has 
taken the rap for making dodgy toothpaste and 
power-strips, fact is Chinese firms are rapidly 
gaining valuable manufacturing know-how 
through government-imposed 50:50 JVs with 
tech savvy foreign partners. Slowly, Chinese 
products such as Tsingtao Beer and appliances 
from Haier are gaining trust around the world 
and emerging as global brands. 

If Chinese car makers ramp up quality con- 
trol and figure out how to sell their cars to folks 
outside their own country, most of the world 
might just be driving a Geely or a Chery a 
decade from now. 
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COOL PICK-UP 
TRUCK: Experts say the 
Great Wall's Wingle will 
need a different name 
in the western market 
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Growing At Tangents 


Indian and 
Chinese 
buyers show 
markedly 
distinct 
behaviour 


TWO OF THE WORLD'S FASTEST GROWING AUTOMO- 
bile markets— India and China—were part of a 
McKinsey study on consumer habits and brand 
preferences in automobile purchase. While the 
study found remarkable similarities on many 
parameters like the rapid market growth, high 
competitive intensity in each market, car com- 
panies' attempt at sub-segmentation and the 
growing fragmentation of price segments, it 
also threw light on a whole host of differences. 
Rajat Dhawan, a partner at McKinsey's New 
Delhi office who led the research effort, says, 
"While both the markets are getting increas- 
ingly sophisticated, their relative paths are very 
different." The Chinese consumers have tradi- 
tionally been highly emotion-driven (“they like 
a car with lots of goodies to show off"), but now 
they are increasingly caring for functional at- 
tributes such as styling, safety and reliability. 
The Indian consumers have been highly 


value-conscious and function-driven. *They are 
actually much ahead of the Chinese in identify- 
ing the functional value from various features 
and technologies in the vehicle.” says Dhawan. 
But now they are increasingly caring for emo- 
tion-driven attributes like image and prestige. 

The Chinese market, however, is ahead of the 
Indian market on the evolution curve on *how 
to purchase a vehicle”. More Chinese con- 
sumers, for instance, use the internet to re- 
search before buying a car. 

Another distinction is in the loyalty factor. 
While the Chinese are more model loyal, Indi- 
ans are more brand loyal, graduating to a higher 
model within the same brand eight out of ten 
times. This, again, is identical to the Japanese 
market where consumers very often buy a Toy- 
ota small car and graduate to 5-7 higher models, 
eventually aspiring to drive the Lexus. Here are 
some ofthe key comparative findings: 


Influence factors in buying a car 





Figures in per cent 
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Consumer profiles: Varying priorities 
CHINESE CAR BUYERS ARE STYLE CONSCIOUS, BUT HAVE LOWER BUDGETS 
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CHINA: BRAND POSITIONING IS MORE CRITICAL IN THE LUXURY SEGMENT. 
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MORE CONSUMERS visiting dealers are high potential customers, and not just collecting information 
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Most of the unsuccessful brands across car categories fall out during ‘CONSIDER’ stage of the purchase funnel. 
Note: The larger the figure, the larger the performance gap between the best and the worst performers 
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a The current food crisis according to 
) you is not of recent origin. How far does 


: : genesis go back to? 


a Some things have been clear for a while. 
a We know we hav over a billion people 
















getting attention. That has not happened. In 
the early 1980s, 20 per cent of official 
development assistance went to agriculture. In 
2006, it was only 2 9 per cent. 


How did this affect food supply and 
Q: s prices? 


= The problem | discussed i in the past 20 
a years was how to deal with the over- 


. Now, we have a reverse situation. Food stocks 


: | are at a record low and food prices at a record 


high. Also, oil prices have shot up, which 
means an increase in transport and fertiliser 
prices. The problem is how to get a strong 
supply response to lower prices. 


a Three UN agencies are supposed to 
" = monitor food security. Have they failed 


^ abbr mandate? 


A a We have three UN agencies with 
= different mandates. World Food 


< Programme (WFP) looks after emergency 
. Situations, Food and Agriculture Organisation 
(FAO) oversees the global agricultural system; 


and IFAD is a financial institution that invests 
in governments to invest more in agricultural 
production. We've been saying for a long time 
that we have a persistent problem of hunger 
because of low incomes, not because of lack of 


-> food. And with a growing problem of falling 


agricultural productivity, we have run 


<" into a wall. 


ae ^ And where does that wall come from? 
: Q: The dem 





emand side or the supply side? 
i „On the demand side, 80 million people 
AS are added each year to the global 





He population. Growing affluence has led to a 


.. dem and for more meat. It takes 8 kg of grain 


5 .. to produce 1 kg of beef. Then you have bio- 
>. fuels, a new demand on food crops (as crops 


... like corn are used to produce ethanol). On the 
supply side you have erratic weather patterns, 
<: droughts and floods. When all these come 

^ together, it results in rapid increase in prices. 


i . Q: a control? 


a How can the situation be brought under 


a We already see signs of a supply 

# response with more land being planted 
globally. The important thing is to invest in 
the 400 million small-holding African, Asian 
and Latin American farmers, so that they play 
a productive role. Vietnam is one such success 
story. They have turned from a net importer to 
a net exporter on an agricultural structure 
that is basically made up of small holdings. 


How much has using corn as bio-fuels 
Q: raised its price as a food crop? 
a it's happening so rapidly that there are 
s no solid studies in this area yet. Some 
experts say that 30 per cent of the global price 
increase of cereals is linked just to bio-fuels. 


a {S enough being done to help the poor 
Q s adapt to climate change? 

A a No. That is one of the big challenges. 

a We have to invest much more in 
adaptation. One of the rapidly growing 
problems is floods. Interestingly, the number 
of floods has risen even in areas where the 
average annual rainfall is low, because the rain 
comes in short periods and is very intense. 


s What is holding up solutions to 

s adaptation? 

a it’s for the global community to under- 

a stand and take climate change seriously. 
We had the Stern Report in late 2006 and the 
fourth report of the Intergovernmental Panel 
on Climate Change (IPCC) in early 2007. But 
I read my first IPCC report in the early 1990s 
when it was still a contested theory. Even 
those models were quite accurate as they 
showed that an average increase in tempera- 
ture would result in extreme weather patterns. 


ga What will its impact be on Indian 
Q: cgriculture? 


A India is in a better situation because it 
s doesn't depend so much on internati- 
onal markets. Still, it needs attention. You 
need a thriving, healthy, farming system that 
has the right incentives to produce what is 
needed. You need to see the potential of small 
farmers in food production. Moreover, you 
have to invest in adaptation to climate change. 


a Recently, Gary Howe, (IFAD's director 
Q: a of strategy), remarked that more food 
grain was used to feed animals than humans. 
Should vegetarianism be made a legal 
requirement? 
s (Laughs) Well, I certainly would be 

(«hu happier if we were all more vegetarian, 

but I wouldn't want to start dieting people! 
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Fast Facts 
International Fund 
for Agricultural 
Development 


Established 
1977 


President 


Lennart Gage 


Headquarters 
Rome 


Global footprint 
115 countries and 
territories 


Total projects 
198 loan projects 
and 47 grants 


Loans given 
(2006-07) 
$496 million 
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by dean t. jamison and 
bjørn lomborg 


A billion dollars would expand the provision 
of insecticide-treated bed-nets and facilitate 
provision of highly effective treatment. This 
would save more than a million child deaths. 
The nascent Affordable Medicines Facility- 
malaria (AMFm) is an attractive mechanism 
for committing resources to malaria control. 

The fourth alternative for policymakers is 
to focus on child health initiatives. The best 
measures are familiar ones: expanding im- 
munisation coverage, promoting breastfeed- 
ing, increasing the use of simple and cheap 
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the causes of disease, and interventions to hone fits lated causes. A multi-faceted approach to 


prevent disease, or at least the most perni- 
cious symptoms. Today’s tools for improving 
health are so powerful and inexpensive that 
health conditions could be improved even in poor countries. 

Recent research for the Copenhagen Consensus identifies 
six highly cost-effective options that would tackle some of 
the planet’s most urgent health problems. 

The most promising investment is in tuberculosis (TB) 
treatment. Some 90 per cent of the 1.6 million TB deaths in 
2003 occurred in low- and middle-income countries. Be- 
cause TB affects working-age people, it can be a trigger for 
household poverty. The cornerstone of control is prompt 
treatment using first-line drugs, which doesn't require a so- 
phisticated health system. Spending $1 billion on TB treat- 
ment in a year would save one million lives. 

The second most cost-effective investment is tackling car- 
diovascular disease. Heart disease might not seem like a 
pressing issue for poor nations, but it represents more than a 
quarter of their death toll. Measures to reduce risk factors 
other than smoking — high intake of saturated animal fat, 
obesity, alcohol consumption, physical inactivity and low 
fruit and vegetable consumption — have had little success. 

Treating heart attacks with inexpensive drugs is, however, 
cost-effective. Spending $200 million could avert several 
hundred thousand deaths. 

The third option is prevention and treatment of malaria. 


smoking control is one ofthe few approaches 
to prevent heart disease and cancer. 

Arresting the spread of HIV/AIDS is the 
sixth option. For many countries around the world, the 
AIDS epidemic threatens every aspect of development. But 
the good news is: HIV infection rates are slowing down in 
large parts of Asia and Latin America. 

The greatest successes in prevention involve what has 
been called “combination prevention’, involving simultane- 
ous and substantial scaling up of multiple interventions, in- 
cluding condom distribution, treatment of sexually trans- 
mitted disease, male circumcision, and peer interventions 
among sex workers. Preventing two million HIV infections 
each year would be relatively expensive, at $2.5 billion, but 
would yield benefits 12 times higher. 

The changes that we are advocating are designed to target 
specific areas of need instead of strengthening health system 
capacity. Even if the costs of all these initiatives were two or 
three times higher than our estimate, these efforts would 
still provide many opportunities to reduce health inequality. 
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of Medicine at the University of California, San Francisco. 
Bjern Lomborg is head of the Copenhagen Consensus 
Center and adjunct professor at Copenhagen Business 
School. (C) Project Syndicate, 2008 
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www.bits-pilani.ac.in 


It takes a world class institution 
to help make India a developed nation. 





VISION MISSION 
",,.to develop a scientific approach . "to prepare young men and women 
in Pilani...no dogma...search for truth... to act as leaders for the promotion of the 
cultivate a scientific mind." economic and industrial development of the 
= country and to play a creative role in service 
to humanity." - 
Founder Chairman, BITS Pilani 





BITS has produced a large number of graduates who have made their mark 
in various industrial sectors such as Manufacturing, IT, Infrastructure, 
Consultancy, Finance, Arts and also in Trot and Academia. 
Notable alumni of BITS include: 


* Prof. Krishna Buren ( Rickey Nielson Professor of Engineering, 
Stanford University, USA, and winner 
of the prestigious ISO Techno Visionary Award ) 

e Prithvi Raj Chauhan(MinisterofStateinPMO)  — 

* Baba N Kalyani( CMD, Bharat Forge Ltd.) — 

e Vivek Paul ( Former Vice Chairman, Wipro and currently Partner, 

Texas Pacific, USA ) 

e SK Roongta(Chairman,SAIL) __ 

e GK Pillai ( Chairman & MD, Heavy Engineering Corporation Ltd. ) 

e Puneeta Pandey ( CEO, Netcustomer ) 

e Mani Shankar ( Noted Film Director ) 

. Rajesh Hukku ( Senior VP & UNE Oracle; Chairman, i-flex Solutions ) 





Features that set BITS apart 

* High-quality students — 

* Multi-campus university 

* Student strength: 8000 at Pilani, Dubai & Goa Campuses and 
12,000 in Off-Campus Work-Integrated programmes 

* Computer-based online admission test (BITSAT) - 

* Academic Flexibilities -Dual Degree- A unique combination of 
science and engineering education 

* Cafeteria approach to course offerings since 1 970- 

» Continuous, internal, transparent evaluation system 

* Practice School - Strong linkages with Industries 

* State-of-the-art institutional library with over 2 lac books 

« Campus-wide IT network 

* Scholarships to 22% of students 

* Many Board-toppers join every year 

«Large number of alumni in top positions in India and átirond 

¢ Industry sponsored projects 

* Many societal development projects- rain water harvesting, 
desert development technologies, women sinerent healthcare, E MET 
- gyanbodh - 

* Culturally vibrant campus 

* Collaboration with foreign universities of ace 








www.thecreativewarehouse.net 
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Alliance 


by Gauri Kamath and Noemie Bisserhe 


The 
Ranbaxy- 
Orchid deal 
promises 
gains for 
both sides 


GLOBAL PARTNERS: 
Ranbaxy CEO Malvinder 
Singh and Orchid MD 
Raghavendra Rao 


ON 22 APRIL, INDIA'S LARGEST DRUG MAKER RAN- 
baxy Laboratories and Chennai's mid-sized Or- 
chid Chemicals & Pharmaceuticals announced, 
to all appearances, a partnership like several 
others struck routinely in the pharmaceutical 
industry. Orchid's locally made generic drugs 
would ride Gurgaon-based Ranbaxy's global 
marketing networks. But a series of events pre- 
ceding this set this deal apart. 

In early April, it surfaced that a mystery com- 
pany, Solrex Pharmaceuticals — which Ran- 
baxy later owned up to backing — was accumu- 
lating Orchid shares on the Bombay Stock 
Exchange (BSE). Solrex swung into action after 
a 40 per cent collapse in Orchid's share price on 
17 March, triggered by distressed US bank Bear 
Stearns reportedly selling securities to pay its 


Inga ril ranbaxy-orchid 





clients and made worse by local brokers dump- 
ing shares. These brokers, including a Ranbaxy 
sister concern Religare, had loaned out money 
to Orchid's promoter and M.D. Raghavendra 
Rao — against his shares in the company — to 
up his stake in Orchid. When the share price be- 
gan to fall, Rao could not rustle up funds to 
meet the ‘margin call’ — the difference between 
the amount borrowed and the value of the 
shares held by them. The Rs 985-crore Orchid's 
market capitalisation fell from Rs 1,373 crore to 
Rs 836 crore. 

Solrex quietly began mopping up shares. Rao 
promised to fight back. Then, unexpectedly, 
Ranbaxy CEO Malvinder Singh, scion of the 
family that controls the drug maker said he did 
not believe in “hostile takeovers”. 

After much posturing, the two declared a 
truce. Ranbaxy stopped short of purchasing 15 
per cent of Orchid's equity through Solrex — it 
now owns 14.7 per cent, according to BSE — 
which would have triggered an open offer to Or- 
chid’s shareholders. Orchid agreed to the broad 
contours of a strategic alliance. “This agree- 
ment would establish a framework for en- 
hanced future co-operation between the two 
companies,’ said a statement. 

So, what does this ‘wedding’ mean for the 
two sides? 
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2 Synergies 

"fo some stock analysts this is a win-win part- 
nership. While Ranbaxy and Orchid do have 
-some degree of product overlap — they both 
«make a popular class of antibiotics called 
cephalosporins’ — Ranbaxy lacks one key tech- 
nology that Orchid has mastered, injectibles. A 
2006 report by UK market intelligence firm Es- 
|. picom pegs injectibles' share at about $2 billion 
— ofa $10-billion market for cephalosporins. For 

Orchid, which seldom markets its own prod- 
ucts, the Rs 6,982-crore Ranbaxy, with a pres- 
ence in the US, western Europe, Japan and the 
BRIC countries, seems like a strong partner. *I 
see a big benefit for Orchid from Ranbaxy's 
global reach, marketing network and distribu- 
tion strengths," says Mallika Baheti, pharma 
analyst at Mumbai brokerage Sharekhan. 
















Other Suitors 

^ But Orchid has exclusive pacts to market in- 
-= jectible cephalosporins in North America with 
Canada's Apotex, some oral cephalosporins and 
carbapenems (another class of antibiotics set to 
face patent expiry) with the US's Par Pharma- 
ceuticals and Hospira respectively, and non-ex- 
clusive pacts for both oral and injectible 
cephalosporins in European countries with Ice- 
land's Actavis. "Orchid's product pipeline seems 
partnered away at least till 2010, making one 
wonder what Ranbaxy expects to get from it in 
the short term,” says one New Delhi-based in- 
vestment banker under condition of anonymity. 
< Rao says Orchid will not walk out of any of these 
agreements. "Those arrangements will have to 
be respected, it's a corporate commitment." Be- 
 * sides, defaulting on these commitments might 

lead partners to sue in western courts. 

Some analysts suggest that Ranbaxy will only 
gain from products that are in early stages of 
. development. *As these new products will be 

 commercialised only after 3-4 years, any signif- 
icant upside in these markets for Ranbaxy 
-.. should be in the medium to long term,’ says an 
. April report by Deutsche Bank. In the short 
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term, the next best thing for Ranbaxy, therefore, 
would be to use Orchid's capacities for products 
not exclusively partnered out. It could also take 
Orchid's drugs to geographies outside the US 
and western Europe — such as Russia, Africa, 
and Latin America. “Traditionally, Orchid's 
sales have been concentrated in the US, so this 
is a big boon for them,’ says Baheti. 


Derisking 

Ranbaxy could also shift the sourcing for some 
of its products to Orchid's facilities. The 
pharma grapevine is abuzz that Ranbaxy 
might shut down its bulk cephalosporins man- 
ufacturing facility in Mohali, Punjab in the next 
two years. The location has seen five indus- 
trial accidents, according to the Punjab State 
Human Rights Commission, which investi- 
gated the last one in June 2003 that claimed 
one life. "Any failure or non-implementation of 
the recommendations of National Safety Coun- 
cil or those of the agencies of the state govern- 
ment would entail serious consequences,’ the 
commission had said then in its order. 

"There has been community pressure to shift 
it out since an entire town has grown around it,” 
say two persons who have business dealings 
with Ranbaxy and so request anonymity. The 
company had been scouring the market for US- 
approved suppliers for these products, they 
said. "Orchid presents a great opportunity to do 
this since it already has such facilities," accord- 
ing to them. Rao says Orchid did not have exclu- 
sive pacts in the US to supply some of the 
cephalosporin bulk drugs being made at Mo- 
hali. “It is a question of replacing their bulk with 
our bulk,” he says. But he declined to comment 
on whether that would happen, only saying 
that a significant number of products would 
form part ofthe alliance before the year was out, 
and these would include bulk drugs (the key in- 
gredients that get finished into ready-to-take 
medicine) as well as finished dosages, those 
Ranbaxy currently made, and those it didnt. 

Ranbaxy’s Singh dodged the question. "Going 
forward, we will use a mix of organic and inor- 
ganic activities, partnerships and alliances to 
expand product flow. (The Orchid alliance) is 
yet another step in this direction,” he says. 

Will the two sides turn an uneasy truce into a 
fruitful relationship? As this story was being 
written, Orchid said that Pune's Serum Insti- 
tute of India, owned by the Poonawalla family, 
had bought 7 per cent in it with associates. 
While top officials at Serum could not be 
reached, a source close to Serum said it was a fi- 
nancial investment. 
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Outdated 
Statistics 
hinder life 
insurance 
company 
services 





by Vishal Krishna 


AVALAMMA IS 58 YEARS OLD; SHE LIVES ALONE ON 
the outskirts of Bangalore with her 62-year-old 
husband. Their only source of income is a two- 
acre rice farm and a traditional LIC (Life Insur- 
ance Corporation) policy, which matured last 
year. “I paid Rs 6,000 for 15 years and received 
Rs 75,000 at the end of that period,” says 
Avalamma. “This policy was a savings instru- 
ment that I thought would take care of my hus- 
band and me when we got older. But this money 
is not enough at a time when food and medical 
expenses are going up.” 

Talk to insurance companies and they will tell 
you that the market for term insurance prod- 
ucts as savings vehicles is underserved. At the 
same time, the market for unit-linked insur- 
ance products (Ulips) is booming, thanks to the 
higher returns on premiums paid that the 
stockmarket promises. For Avalamma, the 


stockmarket has risks she doesn’t understand 
— we haven't been tested by a prolonged bear 
phase yet — and neither does she have the op- 
tion of investing in an annuities product be- 
cause she knows that they would not meet her 
everyday expenses. 

For Avalamma and others like her, social pro- 
tection is absent when it is most needed — in 
their sunset years. "India has a weak pension 
system and it lacks a social security system," 
says Rahul Chhaparwal, an analyst at Crisil. 
"Insurance is their only form of social security. 
But its penetration is low, and accounts for just 
4 per cent of GDP^ And the problem can only be 
addressed by attending to the systemic issues 
the market faces. 

Both annuities — an annuity is a deferred in- 
vestment contract that will make regular pay- 
ments (say, on a monthly, quarterly or annual 
basis) to a person for a period over one or more 
specified individuals lifetimes, or over a combi- 
nation of life and a period — and term life prod- 
ucts — those that offer protection on death— 
offered by insurance companies depend on two 
sets of tables: annuity tables and mortality tabl- 
es. For instance, annuity tables are used for esti- 
mating the pension you could get from your re- 
tirement till your death based on what you pay 
into your pension fund while you are working. 
Mortality tables show, at each age, the probabil- 
ity of your dying before your next birthday. 

From these tables, several sets of statistics 
can be derived, from what age you are likely to 
survive until, the remaining life expectancy of 
people at different ages to estimates of longevity 
of people in your demographic segment. Both 
annuity and mortality tables are essential for - 
creating and marketing savings products by life 
insurance companies. The tables are a product 
of a discipline that applies mathematical and 
statistical methods to assess risk in the life in- 
surance industry, and the experts who apply 
them are actuaries. 


The System Creaks 
Currently, life insurance companies are de- 
pendent on the two tables provided by the Life 
Insurance Corporation (LIC): the mortality ta- 
bles of 1994-96 and the annuity tables of 1996- 
98, to assess the market. “These tables are old 
and they do not present the right picture of the 
current longevity of life," says G.L.N. Sarma, 
chief actuary at Bharati Axa Life in Mumbai. 
That makes it difficult for private insurance 
companies to create pure protection products, 
when they have to base them on 10-year-old as- 
sumptions implicit in the tables. 

This also underscores the challenges faced by 
life insurance companies. First, the tables they 
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have to use are outdated, and demographics 


- and life expectancy have changed, changing the 
-risk profile. Second, the old tables — which have 


lower estimates of life expectancy — will re- 
quire companies to retain higher solvency mar- 
gins (a capital charge for life insurance compa- 
nies that can affect profitability). Third, this 
limits the range of products that insurance 
companies can offer: pure life insurance that 
are risk-based, or annuities that are savings- 
based, or combinations ofthe two. 


_ » Staying Solvent 
. ^ Experts in the life insurance industry say that 


LIC will release its 2004-06 mortality tables 
soon, which will give private players a chance to 


. create better term products. But LIC believes 


that any new data — on changing demographics 


rand life expectancy — should henceforth be 


provided by the Life Insurance Council, which 
is a body entrusted by the Insurance Regulation 
and Development Authority (IRDA), India’s in- 


. surance sector regulator, to mine data for In- 
dian life insurers. The problem is it could take 


another two years for this data to be available. 
The solvency of an insurance company or its 


*-. financial strength, depends chiefly on whether 


sufficient reserves have been set up for the obli- 
gations entered into and whether the company 
has adequate capital as security. To meet its 
payment obligations, an insurance company 
needs to set aside a certain portion of premiums 


paid into creating a solvency reserve. 





In other words, the solvency margin or re- 
serve is the amount by which the assets of an in- 


.. surance company should exceed its liabilities. 
-< This solvency margin for term life insurance 


products is 4 per cent, a rather high number. 
"This poses a large risk for an insurance com- 


“pany, says I. Sambasiva Rao, actuary at SBI Life 


in Mumbai. “A high solvency margin for private 


YUPPIE POWER 


insurance companies makes it difficult for them 
to be able to make money.” 

By comparison, the solvency margin for 
Ulips, at 1.5 per cent, is less than half that for 
term products. Premiums for term insurance 
products are relatively low, and high solvency 
margins reduce the potential profitability for 
insurance companies. Analysts at Crisil say that 
only two — SBI Life and Bajaj Allianz — make 
profits in the life insurance business out of the 
17 private players in the industry. This makes 
Ulips the preferred product for life insurance 
companies, and accounts for 90 per cent of new 
business income for them. 


& Single Product Industry? 

Ulips are favoured for two simple reasons: 
lower solvency margins and the growth story of 
the stockmarket. But how long is the stockmar- 
ket's rise likely to continue? Already, we have 
seen a significant cooling off. “It is true that the 
markets are going tnrough a bear phase and the 
publie would not like their renewal premium 
units to start at lower rates, says Sanket 
Kawatkar, head of life insurance consulting 
with Waston Wyatt Consulting in Mumbai. 
"But markets will always bounce back and peo- 
ple should stay longer.” 

But Kawatkar acknowledges that insurance 
here is not protection oriented, but rather ori- 
ented towards savings and investment. He adds 
that the life insurance industry needs a bal- 
anced portfolio in products, but this would only 
be possible by renewing the old tables available 
to actuaries. Other analysts, however, say that 
assumptions such as investment returns, ex- 
penses, surrenders, future inflation, commis- 
sion to agents and bonuses are the main con- 
cern for actuaries, not just mortality tables. 

^While selling Ulips, insurance companies 
have not segregated the market based on a life 


2 JUNE 2008 4] BUSINESSWORLD 











cycle,’ says Samir Bali, partner of business advi- 
sory services at Ernst & Young. This, he feels, is 
the reason why the older population has not 
been sold protection products. 

Some actuaries point out that for protection 
policies to take off, a deeper and more active do- 
mestic bond market is a necessity. And that is 
nowhere close to happening soon, despite sev- 
eral policy measures and incentives provided by 
regulators and government to develop bond 
markets. A look at the numbers is instructive. 

In December 2007, the market capitalisation 
of the bond market was Rs 13,86,493 crore; 
compare that to the market capitalisation of 
the Bombay Stock Exchange Sensitive Index 
(BSE Sensex), at Rs 28,00,000 crore at that 
time. “The depth and liquidity of the stockmar- 
ket allows actuaries to manage the liabilities 
better in case of Ulips and traditional policies,” 
says Bryce Johns, development actuary at 
Kotak Mahindra Life in Mumbai. “It also 
ensures better returns for those who are depen- 
dent on annuities.” 

All actuaries say that a balance of protection 
and investment products is an imperative if life 
insurance is to be a significant part ofthe finan- 
cial services industry. The average life expec- 
 tancy of an Indian had gone up to 63 years from 
58 years stated in the 1995 estimates of the Pop- 
ulation Reference Board. Subsequent estimates 
could be even higher. "Therefore, while compa- 
nies strive for profitability and depend on the 
stockmarket to achieve it, it is also necessary to 
cater to the population that is getting older by 
offering a mix of investment and protection ori- 
ented products,” says Crisil’s Chhaparwal. 


An Undate Is Sorely Needed 

But the most important starting point is having 
an updated set of mortality and annuity tables. 
Avijit Chatterjee , chief actuary of ICICI Pru- 





dential, believes that India needs to step up us- 
ing data to benefit the insurance industry. “In 
Britain, the Continuous Mortality Investigation 
Bureau issued what it calls improvement pro- 
jection tables in 2002,” he points out. “This it 
did because mortality rates were changing fast 
with scientific improvements in the UK.” 

So, data was culled out to create new experi- 
ences for insurers. Statistical models are used 
continuously to predict future improvements in 
mortality in the UK. Chatterjee says that such 
expertise will be urgently needed as the Indian 
insurance market matures. The UK will soon be : 
looking at its 2006 experience, while in India 
the industry stumbles along with 14-year-old 
data. Currently, LIC is the only player selling 
term products to the public. 

But even the state-owned and oldest insur- 
ance company has moved towards launching 
Ulip products as they bring in more money. 
"The traditional products are not in favour 
because bond yields are low and when you bring 
in rising inflation, returns are very low,” says ^ 
G.N. Agarwal, chief actuary at LIC in Mumbai. 
"This is why Ulips are popular.” But, he says, 
LIC traditional products offered better re- 
turns even today. 

Avalamma and her family are likely to dis- 
agree with that assessment. And she will not be 
alone. According to a study by Deutche Bank, 
the Indian population is rapidly ageing. Census 
Bureau estimates suggest that the percentage of 
people aged over 55 will increase from 11 per 
cent to 26 per cent between 2005 and 2050, 
translating to approximately 423 million peo- 
ple. Given an already weak pension system in 
the country, the demand for pension products 
may possibly expand exponentially. And relying 
on Ulips for social protection may just not cut it. 
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Cleaning Up 
US Mess 


by paul samuelson 


The 


A CENTURY AGO, PHILOSOPHER GEORGE SAN- 
tayana warned, "Those who ignore history 
will be condemned to repeat it" One can add, 
"And those of us who do know history will be 
condemned to repeat it with them.” 

Why did our top experienced experts fail 
to anticipate the worldwide financial turmoil 
brought on by the 2006 bursting of the real 
estate bubble? 

No one can be a perfect forecaster. But 
leaders do differ in their long-run average of 
prediction accuracy. Alan Greenspan, dur- 
ing his decades of public service and private 





Global Commentary 





couldn't happen. But it did. Adolf Hitler's 
Germany almost won World War II. But 
it didn’t. 

All of the above is a way of saying that no 
one can now know when the global 
economies will recover from recent serious 
turmoil. This one can know, however: the 
system cannot be counted on to heal itself. 
Fed chief Ben Bernanke did the right thing 
when he stretched the powers of our central 
bank to check the financial bleeding. 

My guess is that after the Democratic 
Party victories in November 2008, new 
shifts in policy towards the centre will be 
needed: (1) to improve sensible regulating; 
and maybe (2) the US will have to rely in the 
end on myriad federal spending to clean up 
the financial engineering messes. 

That was what had to be done in both the 
US and Germany back in the 1933-1939 pe- 
riod of recovery, achieved by depression 
brought on by massive deficit spending. 

Searching for scapegoats is all too easy. 


consulting, was definitely better than most. Some The Securities and Exchange Commission 
Prior to 1997, he made only a few bad calls. sensible (SEC), monitors of speculative risk-takers, 
But mostly these were venial sins, not what a were asleep at the switch. So were central 
theologians call mortal sins. r egulation bankers in the US, the UK and the new EU 

However, just before his retirement as and federal central bank. And where were the great, 
Federal Reserve governor, Chairman : tried-and-true accounting firms? They were 
Greenspan made the mortal error that will spending leading and abetting the charge into un- 
mar his reputation forever. While just before can help known abysses of leveraging and risk-taking. 
his eyes the bursting of the subprime mort- I stop at the abject failure of the three 
gage bubble was taking place, Greenspan clean up the principal rating agencies. They indiscrimi- 
viewed it all through rose-coloured glasses. | subprime nately gave AAA ratings to good fish, foul 

New models of financial engineering, un- ar fish, and stinking-foul foul fish. Why? Be- 
der rash deregulation, were exploding with crisis cause, of course, they would otherwise lose 


dysfunctional finance. To Dr. Greenspan, 

this looked like clever risk-bearing by Wall 

Street activists. What was dysfunctional before and after the 
fact looked rosy to Dr. Greenspan. I suspect this traces to his 
gut remembrances of Ayn Rand’s extreme libertarianism. 

None of the CEOs of the biggest investment banks ever 
had the understanding of the mathematics of derivatives or 
of the intransparency and hyper-leveraging they were in- 
volving themselves in. Now the The Wall Street Journal pun- 
dits tell us on Monday, Wednesday and Friday “the worst is 
behind us”. But on Tuesday, Thursday and Saturday, they tell 
us “the worst is yet to come". 

Which is right? What knowledge of past history could 
help answer that timing question? Actual economic history, 
almost by definition, is what mathematicians call a non-sta- 
tionary time series. Their past probabilities can be helpful, 
but only somewhat. 

There can always be something new under the sun — even 
if you shouldn't bet on it. The 1929-1939 Great Depression 


the fat fees their customers paid only to mes- 
sengers of good-sounding news. 

After all my bad news, it may come as cheerful when I say 
that the mess is not incurable. With time and good sense, af- 
ter next November's victory for centrist policies, each of the 
grave ills can be improved upon. 

However, because homes, offices and factories are long- 
lived durable goods, the housing meltdown is likely to last 
for years, not months. Furthermore, realists must expect the 
early kind of unwise actions by the Democratic victors: such 
marred Franklin Roosevelt's New Deal programmes during 
his first few years in office. 

No democracy is perfect. One worrisome thing is the kind 
of promising to special groups that the victors had to make 
in order to become victors. I leave for another day the threat 
of extreme protectionism bred by how much the middle 
classes have suffered during George W. Bush's regime. 





(C) 2007 Tribune Media services 
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DESIGN HAS NEVER REALLY BEEN THE FORTE OF 
Indian companies. So, when Tata Motors 
launched the $2,500 Nano earlier this year, it 
took a while for the international community to 
digest the fact that an Indian company was ca- 
pable of producing a car that was not only com- 
petitively priced and met stringent European 
standards, but was also beautifully designed. Of 
course, Italian 'stylists' played their part in giv- 
ing Nano its stylish look, an indication perhaps 
of the fact that while we have the hard skills to 
manufacture a state-of-the art automobile, we 
lack the soft skills that go into designing one. 
Still, Indian design has doubtless come a long 
way from the time when, driven by Nehrus so- 
cialist ideals, post-independent India’s shop 
floors churned out cumbersome cars such as the 
Ambassador, and civic bodies such as the Delhi 
Development Authority zealously built boxy 
looking housing blocks. There is increasing 
recognition that design plays a more important 
role in consumer choice than ever before. Take 
cars, for instance. “Today, a car is much more 
about a lifestyle statement than ever before,” 
says Arun Jaura, group chief technical officer of 
auto major Mahindra & Mahindra (M&M). 


— 
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“Engineers are being forced to balance looks, 
quality and costs when designing one.’ 

The new awareness, while welcome, has 
come a little late. “Other countries are galloping 
ahead of us in this regard,” says Darlie O. Koshy, 
director of the country’s premier design insti- 
tute, the National Institute of Design (NID) in 
Ahmedabad. What now offers hope is the ad- 
vent of a much-needed National Design Policy, 
which was cleared by the Union Cabinet in Feb- 
ruary 2007. The stated objective of the policy is 
to “position India as an original ‘design 
provider’ and ‘creative manufacturer’ in world 
markets”. Koshy believes the policy is “a state- 
ment of hope, a statement of faith”. It has the 
makings of a good beginning, but the imple- 
mentation has so far left a lot to be desired. 


Only An Outline 

Initially, the government moved swiftly. Soon 
after the policy was announced, a National 
Committee of Design (NCD) was formed — un- 
der the chairmanship of Vikram Kirloskar, vice- 
chairman of Toyota Kirloskar Motor — to over- 
see the implementation of the policy with 
funding coming from the government. The 
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NCD has been given a three-year timeframe to 
fulfil the policy's stated objectives. 

However, little has been achieved in the first 
16 months. For one, the NCD has met only once 
— in August last year — and due to various rea- 
sons its scheduled meeting earlier this year was 
replaced by a conference call. At its first and 
only meeting till date, the committee identified 
five areas of focus that need immediate atten- 
tion: design education, branding and promo- 
tion of India design, policy initiatives for devel- 
opment of design industry, encouraging design 
as part of business strategy and design for soci- 
ety and environment. “Policy implementation is 
happening but at a slow pace,” says Anuj Prasad, 
a member of the NCD, and director and chief 
designer of Desmania, a Delhi-based design 
company. “I am not satisfied with the progress.” 
For another, the policy document itself is not of 
much help, with its very general objectives, and 
almost no specifics. A rather loose document, 
the policy states its intent to make India a major 
hub for exports and outsourcing of designs and 
creative processes. To this end, it recommends 
the setting up of design innovation hubs for sec- 
tors such as automobiles and transportation, 
jewellery, leather, soft goods, electronics/IT 
hardware products, and toys and games, as 
“these sectors are the growth engines of the 
economy and can generate huge revenues 
through exports”, says Koshy, who is also a 
member of the NCD. But for that, India's spend 
on research needs to be beefed up significantly. 


Miles To Go 
At the moment, India comprises less than 1 per 
cent of the global industrial design industry, 
which is worth over $40 billion. And Indian 
companies, on average, still under-invest in re- 
search and development (which also includes 
design). At a recent gathering of strategists, cor- 
porate players and policymakers in New Delhi, 
low R&D budgets across sectors topped former 
Communications & IT Minister Arun Shourie’s 
list of seven reasons why India is not yet a 
knowledge superpower. A few days later, Kapil 
Sibal, minister for science and technology and 
earth sciences, underscored this point at a Con- 
federation of Indian Industry (CII) seminar, 
when he pointed out that India spends only 0.8 
per cent of its GDP on research, of which only 
about one-fourth comes from the private 
sector. He added that industry 
must collaborate more actively 
with the government and 
the academia to encour- 
age research and inno- 
vation. Another big 
stumbling block is 


AMIT VERMA 


the paucity oftalented designers of all shades — 
industrial, product, graphic, retail, etc. A hand- 
ful of quality design institutes churn out around 
1,000 designers every year while the need is for 
almost 10 times that number. Even an attractive 
employer such as M&M has trouble finding the 
right talent, says Jaura. “We are fishing in the 
same pond,” he says. Now the government 
wants to collaborate with the private sector to 
produce about 5,000-8,000 designers annu- 
ally, says Koshy. In fact, the design policy states 
its intention to raise Indian design education 
“to global standards of excellence by paying spe- 
cial attention to the upgradation of institutes, 
particularly the National Institute of Design 
and its new campuses”. What is encouraging, 
though, is that Indian companies are working 
with western design firms. 


Design Duets 

In April, Tata Motors tied up with an Italian 
company, car designer Pininfarina, to open a re- 
search, design and engineering centre in Pune 
later this year. Earlier, in January, M&M signed 
an agreement to acquire Grafica Ricerca De- 
sign, another Italian company specialising in 
auto designing, body engineering and feasibil- 
ity, and styling. The business, which will be ac- 
quired through the newly incorporated Mahin- 
dra Graphic Research and Design, will be a 
stepping stone towards developing a global de- 
sign for the group. 

There is perceptible movement, but barely. 
Koshy and Prasad admit that India is still very 
far from equalling international standards. 
Whether the National Design Policy succeeds in 
driving the design aesthetic in the country re- 
mains to be seen. But it promises to be a very 
long haul indeed. 
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INNOVATIVE 
MACHINERY: IIT Delhi 
students pose with a 
uniquely designed 
vehicle that uses the 
engine and back tyre of 
a motorcycle, the front 
tyre of a golf cart, and 
the steering wheel and 
some other accessories 
of a Maruti 800 car 
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CCCEVERY YEAR NOBEL LAUREATES PLUS PUBLISHES 
the Milken Global Conference roundtable of 
C Nobel laureates in economies, chaired by the 
|: financier Michael Milken, This year's 
| discussion, held in Los Angeles on 29 April, 
. included Gary Becker (1992), Myron Scholes 
: :(1992, Michael Spence (2001) and Ed Phelps 
|J (2006). 
In this excerpt, the Nobel laureates discuss 
the depth of the US financial crisis, its effect on 
-< the rest of the world and the commodity price 
- rises for oil and food. 






Michael Milken: Almost 50 per cent of the 
world's growth in the period 1981-1995 came 
<- from the United States and Japan. Japan and 
Germany together in those years accounted for 
|». about 25 per cent of growth. In the last decade, 
|. however, while US growth has remained about 
^« one quarter ofthe world growth, Japan's growth 
_. has contributed less than 1 per cent of world 
- growth and Germany 3 per cent. The growth in 
"China, India and Brazil have taken up that 
slack. This raises the question of whether the 
|. ^ new phenomenon of “decoupling” is taking 
hold — the notion that world growth is less and 
__ less dependent on the western economies. In 
..< particular, one wonders what effect, if any, the 
- “current US financial turmoil will have on these 
- "mew, strongly growing countries. 
Michael Spence: Decoupling is too strong a 
word for now. What is different is that the coun- 
tries that grew quickly 10 or 20 years ago had 
-small mass in terms of GDP or trade. Now, to 
take the case of China, its 10 per cent annual 
growth, at current exchange rates, equals a 2 
per cent increment of growth in the United 
` States. So we are indeed in a transition period. 
-But I'm sure my grandchildren will live in a 
< world where economic distribution is different. 
We are seeing a snapshot of that in process. 
'. Itistrue there are more growth poles that are 
important in the world now than ever before, 
but at the same time the rapid growth in devel- 
oping countries, especially the poorer ones, is 
export-led. So those countries are not going to 


















decouple from the major western economies. 
Myron Scholes: Because of comparative advan- 
tage, countries are idiosyncratic. Policy trajec- 
tories and investments sometimes turn out to 
be profitable, in which case they have a larger 
share of global GDP, and sometimes not. Japan, 
for example, was a major competitor with the 
US in patents and innovation until after the 
1990 crisis when their real estate and securities 
bubble burst. Since then, they have had to 
retrench and recapitalise, contributing little 
to growth. 

Milken: Confidence in Japanese financial insti- 
tutions has fallen dramatically around the 
world and at home. You can see the conse- 
quences: Sixty-six per cent of all assets in Japan 
today are in government securities or bank de- 
posits. In short, they have elected not to invest. 
Gary Becker: There are two aspects of decou- 
pling. One is the effect ofthe US on others. How 
will our financial turmoil affect others in terms 
of being more cautious about deregulation in 
their own markets? I do think current US prob- 
lems will lead to less attractiveness abroad to 
the low-regulated aspect of American financial 
markets. The US will also see more regulation. 
Other countries will say, ^See, the US is not so 
great; now it has slipped badly" That would be a 
mistake, but I do think that is one consequence. 
The other aspect is the effect of the rest of the 
world on the US. China, India and Brazil will 
continue with rapid growth, and that will be 
beneficial for the US because we can still sell to 
them. 

Ed Phelps: Our friends in the financial sector 
have given capitalism a black eye. Suddenly 
capitalism is held in less awe around the world. 
That is a very serious impact. 

Coupling and decoupling works through two 
channels, and it works differently in each. 
When the US goes into a slump, that is tough 
for exporters in the rest of the world. So, pro- 
duction of goods for export tends to fall. At the 
same time, when the US goes into a slump, that 
tends to reduce real interest rates in the United 
States — which to some extent pushed down 
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real rates around the world. That can send up 
asset prices globally and actually stimulate in- 
vestment because investors are looking for 
higher returns. 

So there are these two opposite effects, one 
through trade and one through asset prices. 

Up until the 1980s, my conviction was that 
the asset prices were the dominant channel. 
Fiscal stimulus in the US did more damage to 
the rest of the world by raising world interest 
rates and lowering overseas asset prices than it 
did good by raising the demand for exports. Be- 
cause trade has become a much larger propor- 
tion of economic activity in the last 20 years, I 
now think it is a horse race between the two. 
Milken: Another Nobel laureate, Joseph 
Stiglitz, has said recently that the US is facing 
one of the worst downturns since the Great 
Depression. Does anyone agree with that? 
Spence: That is very unlikely. It would take mis- 


Oil price rises are driven by demand, 
including from China and India. Food 
price increases are largely supply- 
driven; there has heen a reduction in 
supply due to the shift of acreage 
from food crops to corn for biofuels 


takes in policy in a number of areas to cause that 
outcome. The American economy is function- 
ing remarkably well in view of the financial tur- 
moil. The rest ofthe world has not been directly 
affected in financial terms by our problems. 
There is alot of steam out there in the rest ofthe 
world. China has an enormous set of fiscal re- 
sources they will use if there is a downturn in 
exports to stimulate their domestic economy. 
That is a good thing as they need to shift more 
focus to stimulating consumption at home. 
China's debt to GDP ratio is under 20 per 
cent — that is way low by global standards. 
Their savings rate is absurdly high, which has 
led to the controversial and ridiculous current 
surplus, which they need to get rid of. When you 
add that up, they have tremendous capacity. 
Becker: The unemployment rate in the US now 
is 5.1 per cent. Unemployment was 25 per cent 
in the Great Depression. We are so far from 
that, it is ridiculous. We won't even get close. 
Things may get worse. But at the outside, the 
only issue is whether unemployment might rise 
somewhere between 6 and 9 per cent. 
Phelps: I'm surprised at how slowly unemploy- 
ment has been rising. So far, this downturn 


barely qualifies as an official recession, let alone 
a Great Depression. | 

Scholes: It is erroneous to compare this to the - 
Great Depression. But there is more unravelling 
to come. We have to worry about effects on the 
housing market and where it is going to end. 
Will the housing shock lead to a consumption 
fallout, which leads to more unemployment and 
a further consumption fallout? 

There has to be new learning about the af- 
fordability of a home. Banks have written off 
$250 billion in losses. Some say that could 
reach a trillion. Housing prices in some places 
like southern California might have to fall 40 
per cent from their peak to clear markets. 
Becker: In the end, we would do best to look 
back on how the US had dealt with past crises. 
The US has responded to so many shocks in re- 
cent times — the bursting of the internet bub- 
ble, 9/11, the Iraq war, the twin deficits (the cur- ~ 
rent account deficit with China and the huge 
budget deficit) — yet we've done well. As I read 
history, we have a flexible economy. Just like in 
the past, the US has a great capacity to absorb 
shocks. Europe or Japan don't have such flexi- 
bility. From this perspective, it is hard to be pes- 
simistic about America’s economic prospects. 

There is one other area of concern globally, 

and that is the price rises in oil and food. Oil 
price increases are driven by increased demand, 
including from China and India. Food price in- 
creases, though, are in large measure supply- 
driven; there has been a reduction in supply due 
to the shift of acreage from food crops to corn 
for biofuels. Oil supply can't be increased with- 
out sufficiently high prices, which will spur fur- 
ther exploration and investment. To get food 
prices down, you can increase acreage and im- 
prove productivity with technology. The food 
crisis will be solved by supply adjustments. M 
Spence: The poorest spend 60 per cent of their - 
income on food. For now, we need a rapid re- 
sponse to malnutrition whatever the long-term 
solutions. Over time, productivity can increase, 
as was the case with the Green Revolution. Yet, 
50 per cent of the Chinese still work in rural 
agriculture and 70 per cent of Indians. Capital- 
intensive agriculture and higher productivity 
would displace them from their living. It's a 
double-edged sword. 
Scholes: If you move too fast to improve pro- 
ductivity in food, you create a surplus popula- 
tion that is forced to move to the already over- 
urbanised cities. That is a huge cost. There are 
1.25 billion people in agriculture in India and 
China. Where will they go? 
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Excuse Me, 
MSRDC! 


by rajeev dubey 


HOW MUCH MORE INTRIGUING CAN THIS GET? 
In February, a private firm wins an infra- 
structure project under the terms that it will 
build, own, operate and transfer (BOOT) the 
project within 10 years. But the government 
says its own analysis shows the project cant 
be viable for at least 44 years. So, it holds up 
work and appoints consultants to examine 
whether the project can be technically and fi- 
nancially viable in 10 years. More than seven 
weeks later, there's still no solution to the 
imbroglio. Does it sound like another dream 
project getting consigned to the vagaries 
of bureaucracy? 





Undue 


MSRDC could even set up an escrow ac- 
count that could be forfeited in the event of 
non-completion of the project. But it should 
not be allowed any locus standi in a private 
sector firm's judgement of a project's viabil- 
ity. Such discretion at the hands of babus can 
shatter India's infrastructure ambitions. 

The Centre and the state government 
must intervene to prevent setting a danger- 
ous precedence where every L1 winner 
would have to justify his economic projec- 
tions to a bunch of suspecting bureaucrats 
and politicians. 

Even if you assume for a moment that 
MSRDC has a case, simple calculations 
disprove the contention. For instance, at just 
50,000 vehicles a day earning an average of 
Rs 200 each, the project would earn 
Rs 2,372.5 crore over the concession period. 

Now, what if the number of vehicles is 
double that of the projection? Such a sce- 
nario isn't beyond the realm of imagination. 
The Noida Toll Bridge Company, which op- 
erates the Delhi-Noida-Delhi (DND) Fly- 


posee oiphin i s MM. eM AM 
Mumbai Trans Harbour Project (MTHP) the hands of The Delhi-Gurgaon expressway, which 
won by the Reliance Energy (REL)-Hyundai babus can opened just months ago, already handles 


consortium. The consortium committed a 
concession period (including 36-42 months 
of construction period) of 9 years 11 months 
and 1 day, beating the Reliance Industries- 
promoted SKIL Infrastructure-ILFS-John 
Laing consortium that sought a concession 
period of 75 years. The 22-km, six-lane sea- 
link will connect Sewri in north-central 
Mumbai with Nhava near Navi Mumbai. 
The bid documents had fixed inflation- 
linked toll charges between Rs 140 and Rs 400 for different 
vehicles. A minimum of 50,000 vehicles are projected to ply 
on the link every day. The Maharashtra State Road Develop- 
ment Corporation (MSRDC), however, is so convinced 
about the unviability of the project that it wants to act 
mother hen to the REL-Hyundai consortium. It is believed 
to have reeled off questions to the consortium such as: Isita 
real estate bid? How did you find the project viable? 

Excuse me, MSRDC! This isn't your job. How REL- 
Hyundai make money from the project is their concern. Why 
must MSRDC worry about whether the project is viable? Its 
interest should be limited to the project's execution, its oper- 
ation and its transfer to the public. It should enforce the 
strictest of clauses on project execution with suitable checks 
and balances and performance guarantees. The consortium 
is already paying Rs 130 crore as performance guarantee. It 
has to complete the project within five years or face penalty. 


potentially 
shatter the 
country's 
development 
ambitions 


150,000 vehicles every day. 

Add an annual inflation of 6 per cent over 
six years and total revenues suddenly look 
healthier at over Rs 6,000 crore. Now, what 
if REL-Hyundai does the project on its own, 
saving 15-17 per cent of project cost as con- 
struction margin — which is an industry 
norm? If its a Rs 3,300-crore investment 
against the projected Rs 4,000 crore, would 
it not alter the economics? All these may be 
conjectures but any of them can be reality. 

Instead of creating obstacles in the way of the project's ex- 
ecution, the MSRDC and all such bodies must introspect 
whether they have been far too liberal in handing out BOOT 
projects for 20, 30, 40 years and whether the government is 
losing revenues in the process. Now that every project at- 
tracts several bidders, the norms need to be tightened. The 
Noida Toll Bridge Company has a 30-year operating con- 
tract where traffic is growing at 15 per cent per annum. 

Perhaps, the REL-Hyundai bid should be taken as a 
benchmark to enforce sub-10 year BOOT clauses for any 
projects costing around Rs 4,000 crore that have user inten- 
sity as high as this one. Projects of this magnitude are tem- 
ples of modern India. Their desecration by either the bidder 
or the government should not be taken lightly. 
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Tech Talk . | 





WIRELESS 


A Little Less Wires 


Ultrawide- 
band allows 
wireless video 
transmission, 
besides other 
wi-fi features 


NO MESH MESS: 
Ultrawideband ensures 
quick wire-free transfer 

of data, including video. 


INSIDE THE OFFICE OF TZERO TECHNOLOGIES IN 
Silicon Valley is a set-up to demonstrate the 
power of wireless networking. Tzero, based in 
Sunnyvale, is a four-year-old start-up. The key 
parts of the demonstration are two television 
sets kept side by side. A DVD player in another 
room beams high definition (HD) signals to the 
television sets, one through a wire and another 
wirelessly. The images in the two sets are indis- 
tinguishable even when the picture frames cha- 
nge rapidly. “This one of my favourite demos,” 
says Tzero CEO Rajeev Krishnamoorthy. 
Krishnamoorthy is bound to like the creation 
of his company. Tzero is probably the first com- 
pany in the world with a product that can han- 
dle wireless video at home. Its chipset has alre- 
ady made its way into television sets made by 
some Japanese companies such as Hitachi. By 
the end ofthe year, it would be part of PCs, DVD 
players, camcorders, MP3 players, mobile pho- 
nes and other handheld devices. If we have a set 


ofthese devices at home, we could transmit HD 
video rapidly between them. It would be the be- 
ginning of a whole new world, the completely 
wireless home and home office. 

The market for wireless home networking is 
in its infancy, existing almost exclusively in the 
home office environment. We can now easily co- 
nnect PCs and printers wirelessly, and also con- 
nect a set of PCsto the internet wirelessly. How- 
ever, we need wires to connect our television set 
to broadcast signals — cable or satellite — or to 
DVD players. This fact severely restricts their 
movement inside the home. As we accumulate 
more and more devices, large or handheld, we 
also create a mesh of wires to connect them. 
There is a limit to the number of devices that we 
can connect through wires. Now technology is 
about to eliminate wires from the home. Even 
offices could put this technology to good use. 

Tzero was set up by Krishnamoorthy in 2003. 
He had worked in Lucent where he co-invented 
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the Wi-Fi standard before setting up Iospan Wi- 
reless (now part of Intel), where he helped deve- 
lop the WiMax standard. Tzero raised $18 milli- 
on in its third round of funding two months ago. 
It now has three products in the market: an ult- 
rawideband chipset and two reference designs 
for high definition wireless products. Before 
Tzero, the only wireless product for home was 
wireless USB, connecting your printers to PCs. 
Along with Tzero, Pulse-Link, another Califor- 
nia-based company, has claimed to achieve very 
high speeds of video through a proprietary 
technology. However, Tzero's products are 
based on the open Internet Protocol. 

Wireless home networking for video is based 
on the ultrawideband part of the spectrum — 
frequencies from 3.1GHz (giga hertz) to 10 
GHz. In the US, this part of the spectrum is 
unlicensed, which means that anybody can use 
it without paying a licence fee. Normal cellular 
communications is done using frequencies of 
1.8GHz or 2.4 GHz. The low frequencies and the 
narrow bandwidth in cellular communications 
does not allow for high speeds of transmission. 
In ultrawideband, one can use a high bandwi- 
dth — 500 megahertz or above — for transmit- 
ting information. The high bandwidth means 
that one can transmit at extremely fast rates. 
One can achieve speeds of 1 gigabyte per second 


Wireless networking is particularly use- 
ful for use with wall-mounted LCD televi- 
sions as it needs no other accessories. 


The television’s set-top box can be kept 
at any convenient location in the house, 
and more than one set can be linked up. 


The DVD player can be operated from a 
different location and Internet can be 
accessed on laptops anywhere at home. 
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using the ultrawideband, which is well in excess 
of what is needed for HD video. 

However, there is one limitation for ultraw- 
ideband. Regulations permit only low power 
transmissions. This is to prevent it from being 
used for mobile communications. Since cellular 
operators have paid high licence fees, they 
should be allowed to operate without interfer- 
ence from those who have not paid it. This limi- 
tation means one can transmit only up to 100 
feet using ultrawideband. This is good enough 
for most home networking needs because waves 
in this frequency can go through walls. 

In February this year, Hitachi launched an 
ultra-thin television set — 1.5 inches thick — 
with ultrawideband capability. The company 
claims to achieve speeds of 480 megabytes per 
second while transmitting video wirelessly. This 
transmission is through a set-top box that can 
connect other video devices — including the in- 
coming TV broadcast signals — through a wire 
and then transmit the video to the TV using ult- 
rawideband. This means you can keep your set- 
top box at a specific place and the TV anywhere 
in the home. The set-top box is necessary be- 
cause other devices — a DVD Player, for exam- 
ple — do not yet have ultrawideband capability. 

Companies usually do not reveal their launch 
plans, but industry observers think that the fol- 
lowing schedule is likely to happen. By Decem- 
ber this year, DVD players will have ultrawide- 
band capability. This means that you would not 
need to connect them to a set-top box to trans- 
mit wireless video to a TV. Also, some PCs will 
have ultrawideband capability. You can then use 
PCs to watch video from a remote DVD player. 
However, large corporations might have ano- 
ther interesting use for such PCs. They can sep- 
arate the PC from the work desk. Users will have 
input devices and monitors at the desk, and a 
set of PCs to choose from in another room. Says 
Krishnamoorthy: “Ultrawideband can transmit 
even high quality graphics wirelessly.” 

By next year, ultrawideband can get inside 
most handheld devices. These include MP3 pla- 
yers, mobile phones, cameras and camcorders. 
You can take a picture or video using your hand- 
held device, and then view them on a TV moni- 
tor wirelessly. You can instantly — and auto- 
matically — download pictures and movies to a 
PC. You can transmit data from your mobile 
phone to a PC wirelessly. Within two years, 
most high-end and even less expensive devices 
will have ultrawideband capability. We are 
heading towards a new, wireless world at home. 


P. Hari in San Francisco 
p-hari@abp.in 
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SCIENCE BUZZ The fortnightly update on innovations and tech policies 


Hot Combo 


x 


If you've had minor 
surgery, you'll know 
what local anaesthe- 
sia does: reduce pain 
by making the 
targeted area numb 
or temporarily paraly- 
sed. Now, professors 
at Harvard Medical 
School and the Mass- 
achusetts General 
Hospital in the US 
have developed a 
combination of two 





new electrolyte for 
direct methanol fuel 
cells (DMFC), which 
use methanol as fuel, 
since methanol is not 
explosive and, being 
liquid, is easier to 
carry. Nafion — the 
current electrolyte in 
a DMFC — is 
expensive and perm- 
eable to methanol, 
reducing efficacy. The 
new material 
nanotechnologically 


agents that can block 
pain without the 
associated paralysis. 
Agent one, capsaicin 
— which helps chillies 
burn your throat — 
opens up the pain 
channel fibres. Agent 
two, lidocaine, then 
enters into and acts 
on only these pain 
neurons. In short, you 
can have your surgery, 
feel your flesh being 
sliced open, without 
the pain. Touché! 


Materialistic 
Progress 

Fuel cells usually get 
their energy from an 
external source, 
generally hydrogen 
fuel. Research at MIT 
focused on creating a 





constructed, layer by 
layer, will be half as 
permeable to 
methanol, increasing 
the efficiency of fuel 
cells by 50 per cent. 
What interests us is: 
the confounded 
battery is unlikely to 
explode in your face. 


Recovering Carbon 
Researchers in 
Wyoming Soft 
Materials Laboratory 
in the US have 
developed a low-cost 
carbon filter that can 


remove 90 per cent of 


carbon dioxide (CO2) 
gas from the 
smokestacks of 
electric power plants 
that burn coal and 
other fossil fuels. A 





low-pressure carbon 
filter is filled with a 
low-cost carbona- 
ceous absorbent such 
as activated carbon or 
charcoal, which has 
high affinity to carbon 
dioxide. The process 
recovers flue-gas CO2 
of more than 90 per 
cent purity at a 
fraction of the normal 
costs, which can then 
be put to good use by 
oil recovery operators. 


HOW THINGS WILL | 





Best Practice: Seeing 


Eye To Eye 


Reducing costs 
will help telepresence gain ground against 
Web conferencing 





BLOOMBERG 


ABOUT A DECADE AGO, COMMUNICATION 
industry experts were talking about 
a glorious age where you could 
transport your own image anywhere 
in the world and conduct meetings 
with images of your colleagues. 
Communication technology was 
supposed to reduce costs, enhance 
productivity and provide real life 
experience for virtual trips. We are 
yet to live in such worlds, but we 
will soon reach there. 

Already, telepresence systems 
from companies such as Cisco and 
Hewlett-Packard are the first, 
tentative steps towards our path to 
virtual business meetings. 
Telepresence has now matured 
enough to provide extraordinary 
user experience, but is too 
expensive. You can see full size 
videos of people at high quality. As 
the cost drops, companies will 
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launch versions targeted to small 
businesses and homes. Using a 
large TV screen, you would be able 
to connect anywhere in the world 
and conduct a meeting. Within five 
years, you could switch back and 
forth easily between a call and a TV 
broadcast. People would rarely 
need to leave their homes to work. 

However, telepresence would still 
operate at high ends of the market. 
The lower end would be occupied 
by Web meetings. Web 
conferencing has improved in 
recent years, but lack of eye 
contact is a drawback. Web 
conferencing companies are 
developing technology that will 
merge virtual reality with Web 
conferencing. 

More than anything else, 
technology would let us make eye 
contact during a Web meeting. 


Once this happens, within two or 


three years, Web conferencing 
would take a whole new meaning. 
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SEEKING SHELTER: 
Cannibalism, in species 
such as the polar bears, 

is on the rise 


The primary 
contributors 
to the sharp 
rise in global 
temperatures 
are humans 


IN A SEA-ICE REGION 
of the Arctic Ocean, 
scientists have 
observed polar bears 
stalking, killing and 
eating other polar 
bears. Many species 
of plants across the 
middle and higher 
latitudes of the nor- 
thern hemisphere are 
now flowering earlier 
than a few years ago. 
Migratory birds in 
Europe, Asia and 
Australia are arriving 
early. And the 
population of Empe- 
ror Penguins in parts 
of Antarctica has 
dropped by half over 
the past 50 years. 
The signs of 
climate change are 
burgeoning. Now, 
research by an 
international team of 
scientists has shown 
that 90 per cent of a 
large set of myriad 
changes in plants, 


Human Touch 





animals, and other 
terrestrial systems 
believed to be linked 
to climate change are 
very close to predic- 
tions of human-indu- 
ced global warming. 
The study has shown 
that the changes over 
the past 30 years are 
unlikely to have been 
caused by natural 
variations in climate. 
“We're now seeing 
the fingerprints of 
human-induced 
climate change on all 
the continents and in 
most of the oceans,” 
says Annette Menzel, 
head of the ecoclima- 
tology division at the 
Technical University 
of Munich, Germany, 
a member of the 
team. “The patterns 
of change we see 
closely match simula- 
tions of the impacts 
of global warming.” 
Recently published 


in Nature, Menzel 
and her colleagues 
from the National 
Aeronautics and 
Space Administration 
and other institutions 
analysed a number of 
changes observed 
since the 1970s on 
plants, animals and 
ecosystems. The 
study’s significance 
lies in the use of 
statistical analysis to 
separate the impacts 
of human-induced 
warming from natu- 
ral variations. “That 
was the real challen- 
ge, says David 
Karoly, of University 
of Melbourne. 

Weather data 
shows that the 
average surface tem- 
perature on Earth has 
risen by 0.7 degrees 
over the past century. 
The UN panel on 
climate change had 
asserted last year that 
this warming was 
“very likely” due to an 
increase in green- 
house gases mainly 
through fossil fuel 
burning. But there 
are some disbelievers 
— some diehard 
sceptics, but a few 
scientists, too. 

Richard Lindzen, a 
Harvard-trained 
atmospheric physicist 
at the Massachusetts 
Institute of 
Technology is among 
researchers who have 
argued that a signifi- 
cant part of the 
changes in surface 
temperatures obser- 
ved worldwide over 
the past few decades 
may also reflect some 
natural variability. 

The new study led 
by Cynthia Rosen- 


2 JUNE 2008 62 BUSINESSWORLD 


zweig at the NASA 
Goddard Institute for 
Space Studies, New 
York, might help 
demolish any such 
arguments. The new 
analysis shows that 
global warming is the 
top factor driving 
such changes — not 
deforestation or air 
pollution. *The data 
displaying patterns of 
change is strongest in 
North America, Asia 
and Europe mainly 
because far more 
studies have been 
done there,” says 
Rosenzweig. 

Biology appears to 
be bearing the brunt 
of the impacts. The 
researchers analysed 
data on about 800 
terrestrial physical 
systems, but more 
than 28,000 plant 
and animal systems 
in which changes 
have been documen- 
ted over the past 
three decades. The 
signs and impacts are 
seen around the 
world. In some parts 
of Canada, spring 
blooms now occur 26 
days earlier and there 
is a decline in the 
body mass of Israeli 
passerine birds. The 
most ominous 
finding, of course, is 
evidence of rising 
mercury levels. Tree 
rings — which are 
peepholes into past 
climates — in Mon- 
golia have shown that 
the temperatures are 
the warmest in the 
past 1,000 years. And 
it's only getting 
warmer, much faster 
than you'd imagine. 


G.S. Mudur 
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[HE FUTURE 





- The role of the 
Workplace Architect 





In the concluding part of the series on the 
New Organisation, we take a look at HR's 
future role and the capabilities that will be 
required from HR professionals 


rust and commitment will be 
the driving values of the 
New Organisation, which is 
characterised by dynamic human 
interactions and flexible work systems. The 
challenge in the future for organisations 
would be to have processes, systems and 
interactions that foster and strengthen 
these values. To do so, organisations would 
need to constantly innovate and strengthen 
their ability to foresee and manage diverse 
individual needs, and align individual 
energies to organisational goals. 
In the new scheme of things human 


resource management is no longer the job 
of one designated department but a 
collective responsibility shared across the 
organisation. Given this fact, the HR 
department's role would necessarily have 
to change. One of the key responsibilities 
of HR in the New Organisation would 
be to build facilitating mechanisms, 
processes and tools that would equip 
organisations and individuals to take 
ownership of this shared responsibility. 


HR'S NEW RESPONSIBILITIES 
HR's role in the New Organisation will be 


more as Workplace Architects, responsible 
for creating effective workplaces that 
deliver business goals. The workplaces will 
be defined not merely by the physical or 
virtual space but also by the behaviour and 
interactions of employees. In the New 
Organisation, the Workplace Architects 
responsibilities will extend beyond the 
traditional service and strategic advisory 
role to creation and design of new 
workplaces. It will go beyond consultative 
advisory to becoming central to business 
and organisation architecture. As talent 
becomes the crucial denominator in 
instilling business competitiveness, 
Workplace Architects will emerge as 
pivotal managers in delivering people 
value. HR would have to transform as 
businesses will look towards it to deliver 
tangible commercial benefits. 

Besides working with business in 
ensuring that goals are achieved; these 
new Workplace Architects will also be 
responsible for : 
® Looking ahead to the future and 

developing organisation capabilities 

and creating new talent pools. 

® Building workplaces that have the 
capability to embrace diversity and 
enhance productivity. 

= Managing and facilitating change while 
simultaneously providing the anchor 
for continuity. 


DEVELOPING AND CREATING NEW 
TALENT POOLS 

In these times of scarcity of employable 
skills, the new Workplace Architects will 
be required to play a larger role in 
sourcing and grooming talent for the New 
Organisation. Their role will go beyond 
merely identifying and recruiting talent 
but will extend to creating new talent 
pools and training individuals and 
communities with organisation specific 
skills and capabilities. Their role would 
extend beyond the workplace to 
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institutes to ‘develop the right skill 
sets and groom and nurture new 





talent. The need for such partnering 
will be driven not only by the woeful 
shortage of trained people and the 


inadequate employable skills imparted 


by our education system but also by the 


fact that organisations are getting more- 
and more specific in their requirements 


of skills to deliver business goals. 
Data suggests that only 10,000. of the 
90,000 management graduates who 
qualify each year from different institutes 
in. India are employable. The situation 


is equally alarming in the engineering 
— field where only 25 per cent of the 


total engineering graduates who pass 


- role- with 





out every year are employable. A key 
< responsibility of the Workplace Architects 


in the New Organisation would be 
to take an active and partnering 
educational institutes in 
developing course curriculum, teaching 
methodologies’ and ensuring that 
relevant work-specific skills are imparted 
in schools and colleges. Companies 
like Infosys, TCS and many other 
organisations have already taken the 
lead in this and are partnering 


with engineering colleges to make the 
" academic curriculum relevant to work 


needs. For instance, Pune-based Zensar 
has forged an alliance with Symbiosis 
to hire 180 students. While Zensar is 
teaching these students the elements of 
IT in its two-year programme, Symbiosis 
focuses on teaching them management 
as part of the curriculum. 

Besides contributing to identifying 
and. developing new talent pools these 
new Work Place Architects would 


Continue to be responsible for ensuring 
Yd hat the. : wotkforce remains committed, 





through e experimentation. E 


however, the New Organisations will need 
to be flexible to adjust to individual needs. 
"One of the key responsibilities of the 
Workplace Architects of the future. 
would be to create worksystems. and | 


restructuring arising out of merg 


‘manage continuity with cange o 


in the New Organisation it : 


that allow for learning and. assimilation 


BUILDING PRODUCTIVE WORKPLA d 
Earlier, individuals had to be flexibl to 


fit in with organisation norms. Now, 








environments that are ‘capable of 
embracing diverse individual needs. The 
role would encompass building structures 


and systems to engage with professionals - 


in different ways - be it employee, service 
provider, free agent - and have the 
capability to connect across locations. 
Although technology would be central 
to building these work spaces, the 
new Workplace Architects would be at 
the forefront of building organisation 
capabilities to manage these. dynamics. 
Besides leveraging the power of techno- 
logy to connect remotely, environment 
sensitiveness would be needed to utilise 
physical spaces effectively to. enhance 
individual productivity. And at the same 
time, the Workplace Architects would 
have to be culturally and socially sensitive 
in matters of communication, feedback, 
work management and work-life balance. 


FACILITATING CHANGE 


Industry and enterprise is witness to 


myriad kinds of change - change with 
growth, change through mergers and - 


acquisitions, right sizing, de-layering, 


change in the way people engage with 
enterprise and so on. A key responsibility: 
of the new Workplace Architects would. 





` Workpla lace. Rdüneis, A deep under- 7 
standing of organisational DNA shall be 
required so as to consider and evaluate — 

strategic. choices. In addition, individuals 
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will need to build capabilities in the 
following areas | 
® Understanding the skills market. glace. 


the competitive landscape, market and : : 2 


business constraints. 
Ly Understanding technology and its 
ability to empower so that. desirable. 


- outcomes are achieved, ae 
Understanding usage of spaces - - both p 


- real and virtual - in building productive 
work environments. 

* Managing diversity not merely in 

terms. of workforce ethnicity and 
talents but also in terms of work 
"arrangements and models. 

Guiding and counseling people 

through periods of transition. 


* Using analytical and predictive tools in - 


assessing talent movements and trends 
and in proactively addressing change 
emerging from these movements. 


* Using organisation audit tools and. 


measurements as a means of identifying 


organisation gaps. and MR | 
. effective decision. support. e d 
People are central to business success 7 


in the organisations of tomorrow. It is, 


5 pied poran that ou inene 


be to manage change and to counsel or shou 
guide employees through © work- bu uk 




















transitions that are often an o come 
of the change. It will not be unusual 
hear of organisations  transiti 


through several phases of grow 








acquisitions - in such situations the rol 
of the Workplace Architect would be te 





A NEED TO BROADBASE CAPABIL 
In order to deliver credibly and. eff 


necessary for Workplace Archit ts. 
have a solid. foundation of professio 
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~ Fostering innovation 


Companies are increasingly investing in promoting 
a culture of innovation among employees 


f there is one word that you constantly 
hear in corporate corridors in India 
today, it is ‘innovation’. It has literally 
become a buzzword for companies 
moving into the super league. 

Innovations in product, technology, 
marketing approaches, services, business 
strategy and procedures can only come 
about through innovations in HR to 
provoke out-of the-box thinking. 
As somebody pointed out, successful 
innovation is not about ideas or 
inventions - it's about the people. Rising 
to the challenge more and more, 
companies are coming up with strategies 
to instill a culture of innovation and 
competitiveness among employees. 

There is no fixed approach to 
driving innovation - for some companies 
it is about creating a more fun, 
open atmosphere at work so that the 
environment can produce a Eureka 
moment. For others, it could be through 
promoting diversity. Several companies 
invest in training so that employees 
abandon linear thinking and break-out of 
associative barriers. Another trend- at least 
among the IT firms - is the appointment 
of Chief Innovation Officers. 

Here are some ways that companies 
go about making innovation a religion 





among their workforce. 

= Creating a culture of change - A 
Gallup poll of over a million employees 
in 400 companies showed that at least, 
50 per cent were performing below 
potential. Obviously, then attitudinal 
change was called for. To shake 
up people and drive performance, 
companies recognise the imperatives to 
introdüce a culture of change. For 
instance, Jubilant Organosys, has 
introduced Sankalp, ‘a mass movement 
for change and renewal' The idea, 
according to Jubilant, is to discard 
the conventional ideas and encourage 
new thinking among employees. 

= Relentless questioning - Encouraging 
employees to ask questions often 
stimulates innovation. Many 
companies today have out-of-the-box 
idea boxes in the office where 
employees can drop their suggestions 
and ideas. Some even have questions 
boxes to encourage a culture of asking 
questions. At Airtel, experiments were 
done with 'appreciative inquiry, an 
organisational development tool that is 
used to foster change as well as create 
more of what's working and what's not. 

= Setting stretch targets - Taking a lead 
from Jack Welch's famous stretch targets 


at GE, many companies today believe 
in setting goals that are outrageous and 
look well-nigh impossible. Either way, it 
is a win-win situation as stretch targets 
always energise people. As Welch himself 
famously said, "We have found that by 
reaching for what appears to be the 
impossible, we often actually do the 
impossible; and even when we don't quite 
make it, we inevitably wind up doing 
much better than we would have done." 
= Fun at the workplace - A joyful 
environment promotes the spirit of 
innovation. Innovation cannot happen 
in an environment that is not fun. 

Recognising this, most companies 

today invest in a fun-filled workplace 

where people volunteer to do certain 
assignments because it is enjoyable. 

= Making room for failure - There is no 
success without initial failure. When 
new ideas come forth, not all will 
succeed. Rather than reject ideas, allow 
room for experimentation. Often 
failure to implement an idea will force 
the employee to quit the workplace 
and start-off an entrepreneurship 
based on that same idea. 

Ultimately, it is about giving the 
right inputs. Successful ideas only burst 
forth when companies manage to create 
conditions that are conducive to 
innovation. Its therefore, necessary to 
have an open culture, encourage 
questioning, break down associative 
barriers, challenge assumptions and 
provoke non-linear thinking for growth. 


For comments and feedback on this article 
reach us at: purplepatch@bworldmail.com 


Shalini Chakravorty: 3 leadership development initiatives 


Leadership development measures are an ongoing 
process at Hill & Associates. The three principal 

ones are: 
€ Cultivating cross-functional alliance: Helps 


create deeper understanding of the traits and attitudes 
of human capital among other departments. This, in 
turn, enables the leaders to build cooperation and 
maximise individual and team performance. 

9 Specialised training programmes: Both in- 
house and out-of-office training programmes are 


arranged for the future/emerging leaders to activate 
their leadership and help them discover, develop and 


acquire skills. The star performers are given 


opportunities to strategise, organise and manage teams. 
€ Leadership development courses: Emerging/ 
potential leaders are enrolled in a range of short-term 
MDPs on executive leadership development. These 
programmes simulate leadership by delving into issues 
like effective decision-making, power and influence, 
recasting mindsets, etc. 


< Shalini Chakravorty, general manager, Hill & Associates (India) Private Limited 
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systems, network, database and soca 
management for its customers. 


SENIOR MANAGER- INTERNATIONAL SALES of respecth 


Job profile: Responsible for dient delivery: 

. assurance and business development globally, wili 
ue head the team of Senior Business Development 
Executives and Senior Engagement Managers 
Experience: 8-18 years : 

Location: Bangalore | 

E-mail: uhhaa isot com 

m cae C3182877 | 


e u LINUX/UNIX SYSTEM ADMINISTRATORS 
PM Job profile: Linux/Unix System Administrator/ 
Qe : System Operations Engineer with 1-6 years of 


^ ff experience in field of Unix administration 
and operations support in medium to large 
production environment | 
Experience: 1-7 years 

Location: Bangalore 

E-mail: ubhaskar@ipsoft.com 

Job Code: C)182879 


SENIOR R&D ENGINEERS - 


-. Job profile: Work with other members of R&D, 


- systems, applications and networking to design and 
. build infrastructure management systems 
Experience: 5-15 years 
Location: Bangalore 
| E-mail: ubhaskaripsoft.com 
- Job Code: C3182997 





consim 


Consim Info Pvt. Ltd., formerly the E 
| BharatMatrimony Group is India's leading | 2 


Businessworld] 


| SAP HR CONSULTANT : e d 
ME internet company From m unitis pesi oe un 


| Ett 2 25 years s 
"c Location: Gurgaon & others. 
mrt s E-mail: ‘hema. verma@svelesystems com 


and to facilitate participation i in promotions 
Experience: 4lyeas — 

Location: ‘Bangalore. ^ 
E-mail: careerpath@consim.com 

Job Code: €3183328- 


CONTENT EDITOR À 
Job Profile: Will be managing the entire = 
content team and be responsible for the entire 


content of sub-portals and offline newsletters . 
affiliated to the main sites of BharatMatrimony.com, 


Clicklobs.com and IndiaProperty.com 
Experience: 4+ years. $5 
Location: Chennai : 
E-mail: careerpathi?consim.com «^ 
job Code: uen | 








Svelte: $y ste fh 


Svelte Systems provides clients with technical 
professionals trained and certified in the wide | 


range of ever-evolving eee 


SAP CONSULTANTS - ALL MODULES 
Job profile: SAP Consultants with 3-7. years. 


experience, with atleast 2 full end-to-end life 


cycle implementation 

Experience: 33: years 

Location: india | E. 
E-mail: hema. vera @sveltesystems.c com. 
Job Code: 1383018. i 
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ntractor in power transmission and 





distribution p projects : and currently has the 
-complete c capacity to perform as a main 


tractor to carry out not only turnkey power 


projects | but also energy engineering projects 


M related moD unig activities. 


= Job E dan be responsible for 
regular updation of the site and providing all 
Kind of hardware and seii support 
Experience: 1-3 years 
Location: Gurgaon 
-E-mail: tareersignggrup. com 
. Job Code: CJ156582 - | 


» INVENTORY MANAGER 


Job profile: Responsible for dispatch of 


material-and supervision, inventory management, 
| stock maintenance 

- Experience: 1-2 years 

: Location: Gurgaon 


E-mail: careers@gnggroup.com 


‘Job Code: 179871 


CIVIL SUPERVISOR 
Job profile: Responsible for strategic planning, 
leading quality control and supervision of 


civil works, preparations and negotiations of 
:BOQs with contract 
Experience: 1-3 years 


Location: Delhi, Gurgaon & Noida 
E-mail: careers@gnggroup.com 
Job Code: CJ180091 
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n : excellent products to help 1T departments 
- ` -solve data protection needs. That's why we 
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ta communications. 


E-mail: favi. kollipara@quantum. com 
dob Code: 1181426 


"oM is a US-based software development - 


es _ company which provides software products and : 
ve p services i in the area of On-Demand Software or 


- Software as a Service (SaaS). 


- 0 SYSTEM ADMIN (LINUX) 

Job profile: You will handle the entire 

| He network and systems, audit logs and carry out 
| : z performante monitoring, take control of tec 
hardware infrastructure 

(0 Experience: 3-6 yn 

— location: Pune eu 

WES E-mail: inbseata. com: 


coven 


PLATFORMI DEVELOPER 

d job ‘profile: You will participate in designing and 
ee : Building a platform for On-Demand and SaaS 
| enabled software. Your most vital asset will be. ; 


your knack for innovation and your ability to. - 
unceptualise new technologies 


PROJECT LEAD : - EMBEDDED 

Job profile: Responsible for end-to-end project 
delivery, should be able to guide and mentor 

a team of software engineers to achieve a 
common goai 


Experience: 6-8 years 


Location: Bangalore 
E-mail: anand,vishwanath@connectm.com 
Job Code: C1182560 


PROJECT LEAD - APPLICATIONS 

Job Profile: Should have strong knowledge of 
J2EEJJSP/I2ME technology having experience in 
web-based application development, proven 
design skills including database designing 
Experience: 6-8 years 


Location: Bangalore 


E-mail: anand.vishwanath@connectm.com 
Job Code: C182557 


Geodesic Techniques Pvt. Ltd. is a Bangalore- 
based design and construction company 


specialised in construction of lightweight and — 
large span steel structures from past 2 decades. ! 


QUANTITY SURVEYORS 
Job profile: Estimating construction cost, 


implementing material control system, day-to-day. 


one of the leading construction 


RESEARCH ANALYST. 


. Job profile: Need to work in. our research | s 
laboratory. Must be an engineering geben. Au 
Good knowledge of concrete and civil. PhD i m 


toncrete would be given preference 

Experience: 1+ years 

Location: Delhi, Gurgaon & Noida: 
E-mail: cateer@ahlconrme. com 

Job Code: 0180145 


PLANT INCHARGE - DINE 
Job profile: Should have TESI sna 


concrete manufacturing plant's operations. BE Civil 


with knowledge about concrete. Should have. 


worked in concrete manufacturing pw 


Experience: 2 years — 
Location: Delhi 

E-mail: career Qahlconrmc. com. 
Job Code: 3180905 


ACCOUNTANT. 


inventory check-ups, compiling OSD/NCR registers, 2 , i E. hi , Nb 
engineering. principles, techniques ot procurement. E Jol 


and scheduling purchases 


E. Experience: 7-14 years 


on: Bangalore 


D Email i hr@gendesictechniques com | 


: Stan d of requirements & cost sente. 





| ET PRACTICE LEADER 
i ui ET Job profile: 
- and managing the respective practice/vertical on 








ee Job: Code: (3183242 







——— a 


and HR consulting services across the sie m 
partnership with members of Cornerstone 
international Group. pac 


Key Key result areas ; will indude building 


profit & loss basis as well as providing direction - 
- and inputs to the respective teams under you | 


|... Experience: 12-15 years - 


“Location: Mumbai, Delhi & Bangalore Ue 
2 Í] Email akla@comerstone.c e in 
EE Job Code: C183241. 


KEY ACCOUNT MANAGER | 
Job profile: You will build and work with key - 
clients to create solid account relationships that 
maximise annual revenue: and translate into 
| repeat business, ‘dient relationship. management, 
speciality practice groups and business development, 


iis execute search assignment on: timely basis i ina. 


fast-paced environment - 

Experience: 7-10. years. MEA T 
Location: ‘Mumbai, Delhi & Bangalore d 
E-mail: 3H gines co.l in 


CONSULTANT/RESEARCH ASSOCIATE. | 
job profile: You will support senior members on 


i5, fesearch projects and data collections, scan relevant | 
“> sources daily to keep senior members informed on. 





people and firms. E m headhunting and i internet 


/— IGS(S) an interactiv 
recruitment, manpower consuli 
management organisati 





















. Manageme lamine. scietuing: & monitoring of all 
the project management for huge. roll-out of network; 


gun promotion and new product launches 
-o Experience: 11-17 years 

ic Location: Chennai, Bangalore & Ahmedabad 
iS i : £-mail: kin@informativeworld.com 
Job Code: C3182938 


-.— QUALITY HEAD 
-Job profile: A steering personality with vision and 
keen planner and abilities in developing & 


implementing quality systems with focus on 


ee profitability and achieving companies mission & 
dr strategic direction to the best standards 
... Experience: 15-19 years 
DE Location: Rudraprayag, Uttaranchal 
d we kin@informativeworld.com, 
E nirupam@informativeworld. com. 
NE Job Corde: í 4183015 | 


Hi E EET S 





Pkg The Human Capita founded by professionals 
ce with rich experience of different IT domains, we 
25 believe we understand better the needs of both 
the customer and the candidate and seek to 
strike i a | match which adds value for both; 


: “AUTOMATION F RESOURCE ENGINEER 
js : lob profile: Should have hands-on experience in. 
working ‘on automation tools, knowledge on 





4 nbedded domain and hpi ood 








“wideband communication 
án the development an 


Experience: 2-8 yea 


€ CLICKJQB com i 





Experience: 6-11 years 
Location: Hyderabad 
E-mail: uday@thehumancapital net 
Job Code: C3183009 





LEAD FIRMWARE ENGINEER. dad 
Job profile: Should have exper n real-time." 

C and C++ and Python i is seis: knowlege th in i 
experience in real-time embedded software. dei is 
required, good knowledge of real-time operating - 
systems and system analysis skills 
Experience: 8-15 years 

Location: Bangalore 

E-mail: uday@thehumancapital.net 
Job Code: C1183010 









PINNACLE 


Pinnacle is committed to providing leading-edge 


HR infrastructure support and exemplary 


customer service resulting in improved 
performance of our valued clients. Achieve 
highest level of customer satisfaction in terms of 
quality of resources and our service. 


MARKETING MANAGER 

Job profile: Candidate will be responsible for 

making cold calls, visiting IT companies/corporate, =.) 
fixing appointments with the system administrator: er : J 
IT heads and giving presentations, sending 

proposals, negotiations and closing the deal 
Experience; 0-2 years 

Location: Pune 

E-mail: resumes@pinnaclepune.com 

Job Code: C)182902 


 Deegit is a fast growing software services 
‘company offering software development and 
staffing solutions to businesses all over the 
world through offshore and onsite since 1993 


from its Hyderabad, Indore and Ilinois joe 


based) offices. 


WINDOWS DRIVER DEVELOPER = 0 0 





Job profile: Job responsi | 
windows driver software for le 














software architecture: - 





india's Premium Job Portal 





ig a: ) range of human resources. and 
power sourcing activities, we are committed to 
ding s ions, which are focused and 

completely tailor-made to meet client requirements. 


ALES MANAGER 

b Profile: Candidates should have experience in 
insurance sale with banking domain experience 
- Experience: 2-8 years 

: Location: Chennai & Tirupur 

E-mail: archana@lauruscareers.com 

; eta3016 


SISTANT MANAGER 

Profile: Should have experience in handling 
ncoming correspondence from customers and MIS 

' tepons; Domain Banking/ITES position: Customer Connect 
| Experience: 1-5 years 

Location: Chennai 

-mail: archana@lauruscareers.com 

Coder CH183019 


ASSOCIATE MANAGER ` 
(e “Job Profile: Should have experience in cross-selling 
-= of wealth products and corporate sales 
-. Experience: 1-5 years 
-` Location: Chennai 
i E-mail: archana@lauruscareers.com | 
Job Code: C1183021 




























Job Code: (182916 - 






Location: Mumbai 
E-mail: jennifer@esourceglobalhr.com 
Job Code: (1182698 


ACT UARIAL ANALYST. Es 
Job profile: Should dnderstand and edon. th 
work done by actuarial consultants, collate and 
interpret data across: ‘sources . 
Experience: 2-4 years 

Location: Mumbai 

E-mail: jennifer@esourceglobalhr.com 
job Code: C3182712 


ADMINISTRATION MANAGER 


Job Profile: Responsible for management & replenish- 


ment of all office supplies, updating staff handbook, > 


ensuring maintenance and house keeping ofa high — ^ 
standard, recruitment of administration of housekeeping 3 
.. Job profile: To 


staff, ad hoc administration as and when required 
Experience: 2-5 years 

Location: Mumbai 

E-mail: jennifer@esourceglobathr.com 

Job Code: (1182696 





MATER 


MAH India is a group of upcoming professionals 
engrossed in supporting the corporate in 
various HR activities to help them in developing. : 
their competencies to build a globally | 
competitive organisation. 


SOFTWARE DEVELOPMENT MANAGER 
Job Profile: To manage; sustain and build sw 
development organisation that is currently 30. 
in size. Development organisation should scale: : 
across multiple programmes and customer = = 
deliverables working with worldwide teams in 
similar and related domain areas 

Experience: 5-8 years 

Location: Bangalore 

E-mail: chandans@mahindia.com 

Job Code: C3182915 


Job profile: Should have technical strength i ithe - 
areas of OS, ARM processors and embedded — "i 
software, strong communication and ability to - 
interface across diverse functional roles. - n 
Experience: 5-8 years E 
Location: Bangalore oe ding 
E-mail: chandans@mahindia.com = 05 





ae ‘appoint distributors for new areas. 
Location: Baroda/Vadodara & Bhopal 


, deb Code: 2670 


a results. We provide a seamless — 


| combining excellence i in execution with 


: E x SENIOR REE — pome ee 


Career™ 
Avenues | 


We i are a team of professionals with ai 
| ht of roles ar and dicit anas of. 


























: Job Code cme 


TERRITORY. SALES SUPERVISOR - ! 
handle distribution network for. 
assigned. area, primary. and secondary sales, sales 
team for the area, handle key outlets of the aea, 





Experience: 28year - 


E-mail: anitha. careergmail com. 



















s27 
E DAL SAN N 


EEA 


: Salsan Tech tnc. helps companies i sine, pla 


and execute projects that deliver mea: ura 


business, technology & professional sie i 














5 is innovation. 


























AUS | Location: Philippines - pn 
c, Email dbava@panmyah com m ur 





geb. Code: mns 


Simons SALES EXECUTIVE 
| Company: Aimil itd o o 


ues job profile: Responsible for promation 


< & sales of equipments for application in. 


.... pharmaceuticals, minerals, ceramics, 
E - universities, institutions, chemical, : 
n - telecommunication, fibre-optics, civil : 





Uum = - infrastructure, c condition. monitoring, - 
sound & vibration 


a Experience: í 0- 2 years 
QUE Location: Bangalore 
^. Email kaadil@aimil com . 


Job Code: C1183138 | 


SALES MANAGER FOR LIFE INSURANCE 


, MNCS 


pi Company: Opportunity. The Recruitment Firm 
Ss : dob profile: Hiring a team of financial 
> associates and training them, motivating 


them and advising them to generate maximum 
business of life insurance products 


| Experience: 2-10 years 





Location: Agra, Aligarh & Allahabad 


py 3 Email: ashish. bhasin@opportunityindia com. 
Dn Job Code: Qnae : 


SALES MANAGER - FE INSURANCE 


T ... Company: Accord Consultants _ 
Job profile: ‘Should have knowledge In in: 
direct sales, tied channel, altemate channel 





and neassurance mo 





F markets rod develo à 


| e Assi ANT LES A MANAGER - z 
~ COMPUTER ARDWARE - 
$ Company: Ada Recruitment Solutions. 





Job: Profile: The position calls for 33 years: 


4v experience. in handling. major corporates 
- institutions and through channel sales,” 


worked with major ; automation or computer 


e hardware or from telecom. companies ) 
. Experience: 3-8 years 
Location: Bangalore 

oo Email: darga@eth. net - 

job Code: C 1183069 - 


: SALES EXECUTIVE. 


Company: Ideal Placement & Consultants 
(P) Ltd. 


` Job profile: The candidate's shall be 
responsible for furniture sales, 1 year experience 


in any furniture sales with good communication 
skills in Hindi. English & Telugu : 


| Experience: 12. years 


Location: Hyderabad | | 
E-mail: hr d ideskonsltans com 
Job Code: 1183063 


CHANNEL SALES MANAGER. 


Company: Career Landmark Placement Services 


Job. profile: Handling the team. of: 


" bancassurance sales executives, handling 
co-operative, govt. &all private banks for 
 -thebancassurancesales ———— 
» Experience: 5-10 years — 


Location: Mumbai, Navi Mumbai & Thane 


: ‘E-mail: landmark. vaibhavi@gmall. com 
Job Code: € 03183046 : DES 







| - E-mail: dandmark.vaibhavi@gmail.com 
Job Code: (1183044 © 


P SENIOR EXECUTIVE 
: | Company: Piatlap Solutions 
dob profile: Should have experience € of 2- 5 ES 
Jd — years i in corporate sales i in hardware, software i 
— » solutions, networking and telecom. 
AS Experience: 2:5. years 
‘Location: ‘Bangalore 
E-mail: ajamit@platlap.com 
Job Code: (182982 


AREA SALES MANAGER | 
‘Company: Platlap Solutions 
Job profile: Candidate should: have 3k 


years experience i in channel sales, good 


-communication skill to interact, IT-enabled 
Lu hardwares will be preferred 
~~ Experience: 3-5 years 


Location: Chennai 
E-mail: ajamil@platlap.com 
Job Code: C1182988 


DGM SALES 


., Company: JD HR Associates 


Job profile: Person would be responsible for 
planning implementation, coordination and 
supervision of projects, checking all related 
functions, quality of sales, quality control 
and. work progress reporting 

Experience: 6-10 years 

Location: Delhi 

Job Code: C)152194 


# SALES CONSULTANT 
- Company: JD HR Associates 
Job profile: Candidate should have experience — 
jn direct selling automobile products and ———— 
required for handling sales enquiry 
Experience: 0-2 years 
«Location: Delhi 
Ns E-mail: ts jdassociates?gmail. com 
e e Code: CH48040 


@ HEAD - PROJECTS 


Company: CEO falentSearch Pvt. Ltd. 

Job Profile: Shouid have good knowledge of 
project monitoring software (primavera/MS 
project). Weil experienced in project 
management of fairly large projects, project 
co-ordination/tracking and timely execution 
Experience: 12-22 years 

Location: Cochin 

E-mail: Viji@ceotalentsearch.com 

Job Code: Ci182802 


GM - GENERAL BUSINESS GROUP 
Company: Swasthik Sahits Solution Pvt. itd. 
Job profile: Should be a MBA with minimum 
7-10 years experience in major accounts 
handling and should have rich IT knowledge 
Experience: 7-10 years 

Location: Chennai 

E-mail: itjobs@swasthiksahits.com 

Job Code: C1183334 


ZONAL MANAGER 

Company: Consim Info Pvt. Ltd. 

Job profile: Should be an MBA with a focus 
on marketing and sales and having core 
experience from good pedigree companies 
Experience: 8-10 years 

Location: Delhi, Mumbai & Chennai 

E-mail: careerpath@consim.com 

Job Code: C3183327 


NATIONAL SALES HEAD - PHARMA 
Company: Thrive Business solutions 

Job profile: Should achieve challenging targets 
consistently by implementing brand building 
Strategies, identifying new business opportunities, 
motivating field-force and building relationship 
Experience: 15-20 years 

Location: Mumbai 

E-mail: mohsin@jobsnest.com 

Job Code: €/183236 


SENIOR MANAGER- INTERNATIONAL SALES 
Company: iP Soft. 

Job profile: Will head the team of senior 
business development executives and senior 
engagement managers 


Businessworld 
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Exp: 8-18 years 

Location: Bangalore 

E-mail: ubhaskar@ipsoft.com 
Job Code: CJ182877 


REGIONAL SALES MANAGERS (KEY ACCOUNTS) 
Company: Personnel Network 

Job profile: Should be a B.E mechanical/civil/ 
architecture with at least 8-12 years excellent 
experience in project sales in building products/ 
infrastructure, handling key accounts in given 
region and reporting to country manager 
Experience: 8-12 years 

Location: Delhi & Mumbai 

E-mail: pnetgp(del3.vsni.net.in 

Job Code CJ180860 


GENERAL MANAGER (MARKETING) 
Company: Galaxy Management Services 
Job profile: Should manage the marketing 
activities of the department with aim to see 
individual brands gaining leadership in theit 
respective areas and ensure achievement of 
set objectives. Plan and develop system and 
procedures to improve the operating quality 
and efficiency of the department 
Experience: 8-12 years 

Location: Noida 

E-mail: vineet@hrgms.com 

Job Code: CJ183032 


VP/AVP - PHE 

Company: MNC Placements 

Job profile: Responsible for designing, 
tendering and supervision of the installation 
of water supply, all public health engineering 
inputs like sewage, sewerage, STP ATP waste 
water management, rain water management 
etc. of major projects like townships, five star 
hotels and shopping malls etc. 

Experience: 13-20 years 

Location: Delhi & Mumbai 

E-mail: mncplacements@gmail.com 

Job Code: C)179446 


GENERAL MANAGER - TESTING 
Company: MAH india 
Job profile: Job responsibilities include client 


ownership on testing engagements, manage 
large testing engagements, handling team 
dynamics & conflicts and conducts reviews 
on mutually agreed timelines 

Experience: 17-22 years 

Location: Bangalore 

E-mail: chandans@mahindia.com 

Job Code: (1182868 


DGM FINANCE 

Company: Global Management Consultant 
Job profile: The candidate has to take care of 
all types of accounts as well as the financial 
dealíng of the company, take care of the 
accounts department, and report to the 
managing director of the company 
Experience: 8-15 years 

Location: Delhi, Noida & Gurgaon 

E-mail: globalmanagement2007 @yahoo.com 
Job Code: (1177353 


CEO 

Company: Needs & Solutions Placement Consultancy 
Job profile: The incumbent will be 
responsible for the day to day running of 
the stores, plan and execute opening of 
new stores. The candidate should have 
cosmetic industry background 
Experience: 10-13 years 

Location: Bangaiore 

E-mail: jobs@needsmail.com 

Job Code: C1166339 


VICE PRESIDENT 

Company: Jeevan Softech Limited 

Job profile: Will be leading operations of 
business unit as a profit unit, responsible for 
total affairs of plant, overseas operations and 
project procurements and execution 
Experience: 15-20 years 

Location: Hyderabad 

Job Code: C1181947 

















B Code: cue UR D 


: CORPORATE SALARY MANAGER 
Company: Career Landmark Placement Services 
dob profile: To understand the offer/ 
E arrangement made to the corporates by 
the bank, penetrate every corporate 


oS | 5 relationship by signing up for additional 
pue ze : -salary : accounts on an ongoing basis: 
Experience: 2 “5 years oe 
; | Location: Mumbai ^ 
m E-mail: landmark. hemangi@amal com 


| Job Code: CH82929 — 


+ NEADR RELATIONSHIP BANKING- 
< Company: Career Landmark Placement Services 


Job profile: Ensuring sales across liabilities, 
retail assets, business banking, forex, credit 
_ cards, online trading étc. and achieving the 
.— branch targets 


os : : . Experience: 6-8 years. | 
Location: Mumbai 


E-mail: clandmark. hemangi@ymall com 
Job: Code: : 182934 


“WEALTH MANAGER 


es D Company: Gennext Executive Search - 
d . Job profile: To do financial planning 
- ofthe customer, support sales team for 


getting HNI customers, visitladvise - Iis 







: cud the customer on day-to-day h basis for all 


d 1 gam "n E com 
S4 jas Code: C1156001 


€ EXCISE ASSISTANT 


compliance with all intemal land sumi 


statutory requirements - 
Experience: 3-8 years 


Location: Gurgaon | 


E-mail: careers@gnggroup. com 


- Job Code: C1152247 


BUSINESS ANALYST - FINANCE SYSTEM 
Company: Platlap Solutions - 

Job profile: Should be MBA with: 2-6 years 
work experience. in finance processes | 


i Experience: 2:6 years 


Location: Chennai 


E-mail: raju@platiap.com -—.—- 


Job Code: (183105 — 


FINANCE MANAGER | 

Company: Prime Placement. 

Job profile: CA with good experience 

in finance field, strong in preparation 

of project report/ financial proposal, 
oversee accounts, look after MIS, finance 
and internal audis — 

Experience: 0-4 years p 

Location: Mumbai 

E-mail: dawiadm@vsnl. com - 


- Job Code: 3182989 


_ FINANCE CONTROLLER/MANAGER : 


Company: Websol 
| Job profile: Should bea B. Com, 


M. Com A MBA A with 8-12 years ndr ^ 


gi Company: Vi-son 
-Job profile: The candidate should be 
- well versed in excise formalities such as 


preparation of TR-&, Er-1 and attending 


excise audit 


Experience: 4-6 en 


Location: Pune 


E-mail: juinar@vesion. com - 


"Job Code: €1182932 


© CASHIERS 
Company: Websol 


Job profile: Should be a graduate with 
2+ years experience and should be 
computer savvy 

Experience: 0-13 years 

Location: Hyderabad 

E-mail: forjobcv@gmail.com 

Job Code: C1173433 


€ ACCOUNTANT - AIRLINE TICKETING 


Company: Needs & Solutions 


-Job profile: Will be working in a travel 
agency handling 8SP'accounts, airline 
“queries, payment follow up, doing bank 
-reconciliation/submitting TDS and filing 
`- income tax returns 
~~ Experience: 1-6 years 
Location: Delhi, Mumbai & Chennai 
- E-mail: jobs@needsmail.com 
Job Code: 171273 





For more details please log on to 
httnipurplepatchclickjobs com and 





apply for jobs . Now as a registered user, 
you can apply for Jabs by mobile. Just type 
<job » and send to 55050 
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Job profile Oradea apps s functional. consultant - 
on any of the following modules- like. HRMS, 

| CRM, payroll, SCM and fi nancials. Minimum one 

EOD implementation experience isa must 

`. Experience: years - y ee 

Location: Saudi Arabia, Dubai 

. E-mail: ajamil@platiap. com . 
| deb code: 183335 . 


e 5 SAP FUNCTIONAL CONSULTANT 
.. Company: Platlap Solutions 
-Job profile: Minimum two end-to- end 


eI implementation experience on any of the 


j following modules- biller. direct, £SCM, HCM, 
| HR with E Travel CO, PM, SEM, HR- Paytoll, SAP 
"project manager, PS, XAI 
; Experience: 7+ years | 
` Location: Saudi Arabia, Dubai 
E-mail: ajamil@platlap.com 
- Job Code: 1183337 


TEAM LEADER - JAVA 
Company: Swasthik Sahits Solution Pvt. Ltd. 
Job profile: Will be leading the Java 
team, should have 44- years experience in 
Java projects - 
Experience: 4+ years | 
“Location: Chennai 
E-mail: itjobs@swasthiksahits.com 
Joh Code: C)183333 


PRODUCT DESIGNER 
ce Company: Chaos india Pvt. Ltd. 

Job profile: Should be a NID or equivalent 
graduate - your role would be to lead a team 
to ideate, design & create new & fresh product 
design solutions for solar panel-oriented 
products & packaging design for bio-degradable 
plastic products : 
Experience: : d 7 years. n 










Experience: 3-5 years. 
| Location: Gurgaon . 
& ‘E-mail: sachin@iknowledge. al 

job Code: C)181916 SiC 


Location: Gurgaon & Denmark 


> TRAINEE/DATA ANALYST t SAFE I 

| MANAGER) - E ox m 
Company: ‘Mangalam Placement Pvt. did ii. 
_ Job profile: The safety data analyst has to 
| answer incoming calls, which we 


. document them 
Experience: 0-3 years 
s Location: Mumbai 


TECH NOLC JOY 


e JAVAV)2EE/ALAXILIFERAY | 
. Company: 5M Macario Software Pvt. td. 
Job profile: Should have weblenterprise - 


portal development experience on liferay; | 
minimum 2 years of actual coding & designing 
experience; database applications programming; 
analysis/design role in client/server environment 
Experience: 1-4 years 

E-mail: java portal@smmacario.com 

Job Code: C3178056 


TECHNICAL ARCHITECT/SENIOR 
ARCHITECT 

Company: Floyd Consultants 

Job profile: Should have experience in 
end-to-end architecture on any of the following 
technologies: Java, J2EE, core Java, net, C++, 
biztalk, SAP sharepoint y 

Experience: 5-15 years 

Location: Delhi, Bangalore, Gurgaon-& Noida 
E-mail: vikas@floydmail.com 

Job Code: (179345 


AM. TECHNICAL PROCESS TRAINING. : 
Company: Mastermind Network | 
Job profile: Content developing and 
facilitating pre-process (foundation training) 
and on-going training programmes for 
technical queues. Conducts training needs 
analysis and monitors and measure the: 
results of training effectiveness | 


Experience: 3-7 years 


Location: Hyderabad .. | | 
E-mail: ashwarya@mastermindnetwork.c coin: 
Job cede: Cj180759. jd» 
























Experienci- ary years = | 
location: Noida 

E-mail: hri idhrassociates.com 
Job Code: C)182020 . 


PRINCIPAL ARCHITECT. 
“Company: Synapse India 
Job profile: Responsible for driving the 


architecture arid development of products in the ^s 3 
enterprise and On-Demand product suites 
Experience: 104- years 

Location: Bangalore 

E-mail: roopakn(Gsynapse-india.com 
Job Code: 1183002 


PROGRAMMATIC QA 

Company: Synapse India 

Job profile: Participate in complete agile 
development process, with a focus on test 

case development, white box testing, 

testing automation, group test and component 
and system integration 

Experience: 5+ years 


< kocation: Bangalore 


E-mail: roopakn@synapse-india.com 
Job Code: €/183004 


*- DOTNET TEAM LEAD 

< Company: SP. Software (P) Ltd. 

-Job profile: Should be able to handle à 
... team and client interaction, should be 
: . Strong both technically and managerially, 


Strong in .net and database 


x Experience: 4-8 years 
T Location: Hyderabad 





-mail sudhakar@spwebsite. com 
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a js PROCESS ANALYST - INDUSTRIAL ENGG. 

<= Company: MNC Placements 
Job profile: Will be analysing the various- 
operatignal/mfg processes for improvements, 
carry out value stream mapping for various 
^1... operations processes, analyse the data & 

^. suggest alternatives 
n Experience: 3-7 years 
we Location: Noida 
e. E-mail: mncplacementsG?gmail.com 

i. Job Code: C3182265 


ENGINEER - AUTOMATION 

Company: Pegasus Staffing Solutions ^. 

. Job profile: Shall be responsible for. | 

Mu engineering |& design of electrical & control 

i system, developing the PLC software required 
:«: for different projects/SPMs 

ur Experience: :4- 6 years 
«Location: Bangalore — | 

c Email: -engg@pegasusstaffing, com: 

C dob Code: (83035. 








* ENGINEER/ASSISTANT: MANAGER - 

CONTRACTS : : 
Company: Capparris Nest Enterprises Í Pvt itd. 
Job profile: Should be an engineering | 

graduate with 3-5 years experience in: export. 

- forn alities, contracts execution and ERP 










o e nons SUPERVISOR 


E-mail: corp@vinuinfoway.com 
Job Code: 183139 


*€ PRINCIPAL ELECTRICAL DESIGN 
ENGINEER. 


Company: MNC Placements 


Job profile: Should have 8-15 years of 


experience in consultancy/engineering 


organisations. with experience of design/ 
| engineering of electrical sub-stations (outdoor ^ 


& GIS), industrial plants & power plants 
Experience: 8-15 years 
Location: Mumbai 


— E-mail: mncplacements@gmail.com 


Job Code: (7180895 


MANAGER PLANNING - CIVIL 
Company: MNC Placements 

job profile: Should have experience in 
proper planning and monitoring of the 


projects on day-to-day, weekly & monthly basis, 


well-versed with MS project or primavera 
Experience: 10-15 years 

Location: Delhi 

E-mail: mncplacements( gmail.com 

Job Code: (1182264 


FITTER/WELDER/GRINDER 
Company: e-source 
Job profile: Should have minimum 3 years 


` experience with ITI qualification, experience 

i in fabrication industry, able to understand the 

-job drawings, preferably work experience in 
£ fabrication production 

Experience: 3-- years 


Location: Nagpur 


-. E-mail: hr.nonitGesmsindia.com. 
-Job Code: C4182931 


€ EXPORT-EXECUTIVE 
- Company: Websol. 
Job profile: Should bea graduate with 5. - 

a years experience i in export/import mius: 

2 documentation, obtaining advance license e 
oa liaisoning with freight forwarders etc. 


x pe rience: 2 5 Pen 








- vebeiohiGomi com 


Experience: 2+. years: 


. PLUMBING ENGINEER - 


A dob profile: Should have minimum of - 
d 48 Years experience in JM electi 


; supervise the ye labour le i e.t 5 labourldeaners and. : - n ; 
“should have the knowledge of spoken oon aes 


Civil engineering background i is day 


Location: Delhi, Mumbai & Chennai E t 
E-mail: ratnainti gmail KE. 


Job Code: CH82979.— 





| ELECT RO MECHANICAL DRAFTSMAN 
<: Company: Rama International 
dob profi le: Should have knowledge i in. 
using actual equipment and basic engineering 
E information from notes, sketches and 
E engineering. instructions. Produce accurate. : 
. 2D scaled drawing, details of complex 
‘electronic mechanical parts, assembles, 
sub-assemblies and printed wiring 
< board documentation. | 
Experience: 2+ years | Autos 
< Location: Delhi, M Mumbai & Chennai. e 
E-mail: ratnainti@gmall com Se 
5 t Code: Qn | 


















i any: Emirates Trading moci uc. 






* -gipitin uin years 
Location: Chennai- 


E-mail: areenat eonim om 
job Code: C183331. 


CONTENT HEAD- MAGAZINE - 
Company: Thrive Business Solutions 


Job profite: Will be editing and proof-reading | 


editorial content like interviews, essays, white 
papers etc. for ertors in spelling, punctuation 


. and grammar 

. Experience: 5-8 years: 
Location: Bangalore 
“E-mail: mohsin@jobsnest.com 


job Code: e 93233. 


| JUNIOR MARKETING EXECUTIVE 


Company: GNG Group. ` 

Job profile: Should visit all departments 

for identification of contractors, registrations at 
average departments, meeting outstation petty 
contractors and meeting dealers 


Experience: 0-2 years 
"Location: Gurgaon 


E-mail: careers? gnggroup.com 
Job Code: C1168933 


ASSISTANT MANAGER - MARKETING 
Company: GNG Group 

Job profile: The person will be seiponcibte 
for tender search and marketing process. Will 
be responsible for the: empanelment ofthe . 
company with various agencies like Power 


... Grid and MES . 


UAE Experience: 2-5 years 


: Location: qub cd ER oe 





" Experience: 
‘Location: Chennai & Bangalore 

x E-mail: ‘mubasheera. smarserve@gmall com. 
-Job Code: e 82896 - t 


T E-mail: resumes @pinnaclepune.c «om. 
M Code: gi 82902 









2-3. ane | 


TELLE CALLERS | 
Company: Suvin Solutions 


`- Job profile: Should have experience in tele- 


calling, good communication skill is required 
Experience: 0-5 years 
Location: Bangalore 


E-mail: careers@suvinsolutions.com 


job Code: €1177394 


MARKETING COORDINATOR 
Company: HRANATION 7 


- Job profile: Should coordinate and ` 


facilitate sales activity, handling enquiries, 
maintaining database of customers and 
dealers-and market development 
Experience: 1-4 years 


.. Location: Delhi & Chennai 


E-mail: hr4nation@gmail.com 


- Job Code: C1172568 


) "MARKETING MANAGER 
Company: Pinnacle. 


Job profile: Candidate will be responsible 


` for making cold calls, visiting IT companies/ 
corporates, fixing appointments with the 


system administrator or IT heads and giving 
presentations, “sending proposals, negotiations 
and closing the deal 


“Experience: 0-2 years 


Location: Pune 


Xp rience: ET T years 
ation: v Chennai | 


i E E Company: BP. Incorporate 

Job profile: Responsible for various 

^s T campaigning activity, referral partners/ 
X HNE customers, work in tandem with the 








CHANNEL DEVELOPMENT MANAGER 





BM/SDM's in the branch 
Experience: 4-10 years | 





. location: Kolkata 


E-mail: deepa.bpinc@gmail.com 
Job Code: (177584 


O SENIOR MANAGER (PUBLIC RELATION ~ 


INDUSTRY} ——- 

Company: JD HR Associates 

Job profile: You have responsibility 4orthe 
work and development of your team's 
coordinators, accourt executive, assistant | 
account managers and act às the day-to-day 3 
contact for your clierits 

Experience: 4-8 years 

Location: Delhi, Gurgaon & Noida 

E-mail: nidhi@jdhrassociates.com 

Job Code: C3181861 


PROGRAMMING HEAD 

Company: Adds Consultants 

Job profile: Should have experience from an 
entertainment/media channel, very creative, 
ability to handle a team, achieve the given task 
on time, Sector: Advertising/Media 

Experience: 5-7 years 

Location: Aurangabac 

E-mail: darshini@addsconsultants.com 

Job Code: 01182642 


SENIOR EXECUTIVE - OUTDOOR 
ADVERTISING M 
Company: Needs & Solutions em 


— job profile: The candidate will be a thorough 


professional in the field of outdoor advertising, 
required to meet various advertisers and 

ad agencies who require to put up hoardings 
Am north india — 


| k Experience: 2-8 years 
i `- tecation: Delhi 


iil: j jobs@needsmail com 


for more details please log on te 
http /purplepatch.ciickjobs.com and 
apply for jobs . Now as a registered user, 


you cam apply for labs by mobile. Just type 
APPLY <jobcode> ar d send to S4030 
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AUTOMOBILES 


Highway stars 


As famous 
lifestyle bikes 
become 
common, stay 
exclusive with 
rare legends 
such as 
Moto Guzzi 





TOUS 
VATER 


WITH NOTHING BETWEEN YOU AND THE 
onrushing wind, the sun or rain from above, 
there is no experience quite like riding a 
powerful, torquey, ‘hairy’ motorcycle in the 
countryside, mountains or deserts. Riding 
with friends or even alone — whether it is 
whooshing across like a blur or cruising like a 
king — biking is fast catching on as a stress- 
buster or simply a hobby in India. 

Almost every iconic bike is present 
on Indian roads — Honda Goldwing, 
Suzuki Hayabusa, Kawasaki Ninja, 
Harley Davidson Fat Boy, Ducati 
Monster, BMW Motard and even the elusive 
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JMoto Guzzi Breva — mostly procured from 
the grey market. 

Historically, because of extremely high 
duties on import of big motorcycles and an 
apparently minuscule market for them, 
Indian biking enthusiasts had to resort to 
acquiring such lifestyle bikes from diplomats 
or from non-resident Indians who brought 
them along while shifting residence to India. 

However, last December, Yamaha Motor 
India decided to introduce a couple of its 
million-rupee, 1,000-cc sports bikes in India 
— the racy YZF-R1 and the torquey MOI, both 
with the DNA of the M1 bike of Yamaha 
MotoGP team’s celebrated rider, Valentino 
Rossi. The sales have exceeded the company's 
expectations — more than 50 of such bikes are 

*. already on the road. “We expected to sell a few 
dozen bikes in the first year but we will sell 
more than a hundred,” says Sanjay Tripathi, 
general manager for production planning at 
Yamaha India. 

Now Ducati, considered the Ferrari of 
motorcycles, has arrived with its entire range 
of pleasure bikes — the 848-cc and 1,098-cc 
Superbikes, the 'naked' Monster, the sleek yet 
torquey Hypermotard, and the sports-tourer 
Multistrada. However, laying your hands on a 
Ducati will require you to wait for a couple of 
months and lighten your bank account by at 
least Rs 20 lakh. Gabriele Del Torchio, 
Ducati's CEO, expects to sell about 50 bikes in 
India this year. “Many companies make great 
motorcycles these days, but Ducati's special 
appeal is its Italian design,” he says. 

Indian bikers are also looking forward to the 
launch of Suzuki's 1,340-cc sports-tourer 
Hayabusa later this year. There is also the buzz 

of Honda launching its CBR 1000 RR and 
CBR 600 RR sports bikes soon. Kawasaki's 

Ninja 500R is also due for its Indian 

debut. Harley Davidson and 

Triumph have been talking of 

bringing their heavy tourer and 
sleeker sport-tourer bikes to 

India for quite sometime 

now. 

Predictably, as these 
iconic bikes become 
available in India for 
the asking, some of the 
romance of finding a 
way to own your wheels 

of dreams will fade 

away. For those who 
prize exclusivity as much 
as the heart-melting looks 













and ride of a bike, there 
will still be niche bikes such as 
the Italian duo of Moto Guzzi 
and Moto Morini. IN POLE POSITION: 
Moto Guzzi, now owned by Yamaha has taken 
Piaggio, is an old world bike with new age the lead in bringing 
improvements and has its fans worldwide, the million-rupee. 
including Hollywood stars Nicholas Cage and MotoGP replica bikes 
Ewan McGregor. It has also been the bike of o 
choice for the police in many cities in Italy and 
the US. More in the class of Harley Davidson 
than Ducati, its rider sits in a commanding yet 
comfortable position and it gives the feel of 
loping movement. But the best way to savour 
its power is to take it for a long distance drive 
on mountain roads. Piaggio is now trying to 
make it sportier without changing its essential 
tourer character and its 1,100-cc Grigo and 
1,200-cc Norge are beginning to be recognised 
outside the Guzzi cult. 
Moto Morini is another uncommon gem 
from Italy. It makes the 1,200-cc muscle bike 
Corsaro and a similar-sized street bike, oddly 
named 915. These bikes make a thunderous 
sound as they go and the sound-freaks don't 
have to spend on after-market exhausts to 
hear their bikes roar. Both the bikes are high 
on torque and small on wheelbase, which 
makes them great for manoeuvrability. 
However, for extreme exclusivity, try laying 
your hands on the Ecosse Titanium with its 
all-titanium frame, 2.1 litre engine, 200 
horsepower and the sticker price of Rs 1.16 
crore. The only trouble is that only 10 of these 
are being sculpted by American Donald 
Atchison. The next best option would be to try 
and pick up one of the 1,500 Ducati 
Desmosedici RR, which is a replica of Ducati's 
MotoGP winning bike of 2007, from the 
secondary market. 
So, happy riding! 
Feroz Ahmed 
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CARS 





Vintage treasure 


Vijaya 
Mallya's 
collection 
has some 
rare iconic 
cars 





PRICED POSSESSION 
1926 K Type spawned 
Mercedes-Benz's long 

line of sports cars 


MOTORHEADS LOOKING FOR A GLIMPSE OF THE 
first ever car to bear the combined Mercedes- 
Benz label, the 1926 K Type, which also 
spawned Mercedes-Benz' long line of sports 
cars, need to go only as far as a garage on 
Pandurang Budhkar Marg in the erstwhile 
mill area of Lower Parel in Mumbai. It belongs 
to United Spirits and the company's Chairman 
Vijay Mallya uses it for servicing and parking 
his astonishing collection of vintage cars. The 
1926 K Type, which also featured in the 1942 
Hollywood classic Casablanca, is often seen 
there with other iconic cars of the early and 
mid 20th century such as the Humbrette 
1903, Alvis Speed 25, De Dion Bouton and 
FMR Messerschmitt bubble car. 

Looking at the 1926 K Type is like studying 
history — the First World War had left the 
German economy weakened, which forced 
competitors Daimler and Benz to merge to 
survive. The new company needed a winning 
premium touring car and it assigned the task 
to Ferdinand Porsche — who later designed 
the sports car named after himself and also the 
first Volkswagen car in the 1930s. He 
developed the 6.2 litre, 240-bhp car that was 


() 7 
: nm / 
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among the first touring cars to go faster than 
100 miles an hour. The stately car was a 
commercial disaster but its platform was used 
by Porsche to create the more hunkered sports 
or S model, which became a roaring success 
thereafter. 

Another astonishing piece in Mallya’s garage 
is a 1903 Humberette, literally the little 
version of the big Humber cars made by 
Thomas Humber in Nottingham, England. 
This 611-cc car with a maximum speed of 25 
miles per hour was the first attempt in Britain 
to introduce a small, people' car. 

The garage also offers a chance to see the De 
Dion Bouton, which was made with steam 
engines from 1883 to 1894 before its makers 
switched to the internal combustion engine. 
And there is also the cute FMR Messerschmitt 
or bubble car made by the German company 
of the same name that produced war planes 
during WW II. 

It is an automotive treasure trove for sure, 
but the restricted access denies ordinary folk 
an opportunity to appreciate the genius of 
those who had few precedents to work with 
and forged new paths in the automotive world. 
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-I| has increased from Rs 18.75 crore to Rs 90 crore during the period. The company has a clean record of paying || 
dividend to the shareholders for years together and it proposes to pay dividend equivalent to 82076 of the equity {= 
for 2007-08. MSTC Limited is poised for further growth by way of diversification and expansion in the fields ip... 
of warehousing/logistics facilities etc. The company is looking for energetic, experienced, motivated and self |) 


WU US 
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( A GOVT. OF INDIA ENTERPRISE ) 


T MSTC Limited is a Mini Ratna Category I Central PSE in Schedule ‘B’ under the administrative control of | | 


Ministry of Steel. The company has a wide spectrum of activities ranging from import / export of industrial J| 


{l items to acting as the leading service provider for e-commerce in the country. The volume of business has 


.grown from Rs 4200 crore in 2003-04 to more than Rs 11800 crore in 2007-08 and the net profit of the company 


driven leaders to take independent responsibilities in the following positions : 


1. General Manager (Corporate Planning) 


s | QUALIFICATION : Post Graduate Degree in Economics with specialisation in Econometrics from a recognised | | D 
4| University/Institution, preferably with MBA(Operation Research). Knowledge of Import-Export and salvage |] 
| operation would be an added advantage. X T 


EXPERIENCE : Minimum 15 years experience in the fields of Commodity Research, Options and Futures 
| Trading, Marketing, Import-Export, Project Formulation and Implementation, Foreign Trade etc. of which at | 
least 10 years should be in a senior management position in a Government Organisation/Public Sector |! 


< [| Undertaking or Private Concern of repute. 
| 2. General Manager (Human Resources) 


| QUALIFICATION : Post Graduate Degree in Humanities/Science/Commerce from a recognised H 
University/ Institution, preferably with an MBA with specialisation in Human Resources and a Degree in Law. 1} 


EXPERIENCE : Minimum 15 years experience in the fields of Human resource management including HRD, |] 
Legal matters, etc. of which at least 10 years should be ina senior management position in a Government |] 
Organisation /Public Sector Undertaking or Private Concern of repute. 


For complete details please refer Employment News dated 31.5.2008 or our website : www.mstcindia.com | | 
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Entertainment 


HOLLYWOOD'S DIGITAL DILEMMA 


IRON MEN 


THIS IS THE SUMMER OF 
digital dilemma at the 
cinemas. While 
Hollywood has bet big 
on computer-gen- 
erated effects in 
movies such as 

and Spe 
there also 
seems to be an effort 
to return film-making 
to the camera from 
the computer. 

In /ron Man, 
Hollywood gets its 
newest screen super- 
hero, with significant 
help from a digitally 
generated shell that 
behaves like a robot. 
However, the bragging 
rights for the season 
belongs to Speed 
Racer — a film by the 
Wachowski brothers 
of Matrix fame. 

The film has live 
actors but all racing 
cars and tracks are 
digital — they need to 
be to achieve the 
physics-defying 
racing. The setting 
was created stitching 
photographs taken on 
rotating and tilting 
tripods that captured 
the spherical view of 
each location. 





is more 
digital than the 
previous 'Indy' films. 
Still, it has tried to 
rely more on on- 
camera effects than 
on computer effects. 
In the climax, the 
effect of the vanishing 
stairs is achieved on 
camera using 
retractable stairs built 
around a cylinder. 

Even Pixar is going 
to release sci-fi flick 

without 
bragging about new 
digital achievements 
such as animated hair 
or underwater feeling. 
It is trying to achieve 
the sci-fi magic with 
clever use of camera 
angles, focal lengths 
and lens flares. 

Still, the real 
wonder lies in the tale 
and not the images. 
Speed Racer is 
sputtering along and 
the early reviews of 
Indiana Jones... are 
mixed. /ron Man is 
laughing all the way 
to the bank, more so 
because of its 


engaging story. 


FOOD 


Dining in London 


THE DINING BUSINESS 
in London, the 
favourite urban 
playground of the 
world's rich, panders 
well to the Arab 
sheikhs, Russian 
oligarchs, Czech 
pornographers, 
African arms dealers 
and Indian bankers 
that come to indulge 
themselves in the city, 
far from the grottier 
homelands where 
they actually make 
their money. With the 
city embracing a new 
kind of Euro-globo 
sensualism, its list of 
fine restaurants is 
growing. 

The ‘with it’ 
crowd's current 
favourite is the lively 

. Chef Jason 
Atherton serves up 
an eclectic mix of tiny 
tasting plates, four to 
six of which are 
enough for a meal. 


? 


OOMBERG 


BL 


which shot to fame in 
2000 for its Bacon 
Ice Cream and 
Chocolate Wine, is 
considered one of the 
world’s best. Getting 
to chef Heston 
Blumenthal’s temple 
in Bray, about 90 
minutes from 
London, only whets 
the appetite. 

To experience 
Londons old 
favourites, try 

. Chef 
Michel Roux's 
desserts delight and 
his entrees are rich. 





DINER'S DELIGHT: 
London has some of the 
world’s best restaurants 


The service here is 
impeccable. 

If western cuisine 
doesn’t heat your 
engine, try the 
Michelin-starred 

. Australian 
chef David 
Thompson has 
mastered the 
complexity of Thai 
food, even if his 
restaurant has none 
of the home country’s 
vibe. 





High On Hot Air: Batioonists gathered at the Federal Palace in Bern, 
Switzerland, to paint the night sky with psychedelic lights. 


/ 


REUTERS 


2 JUNE 2008 


BUSINESSWORLD 





BLOOMBERG 


BEAUTY 


Exotic luxury 


IT IS SURPRISING HOW 
luxury turns banal as 
soon as it becomes 
accessible. You may 
still spend a lot but 
get no exclusivity 
gift-wrapped with 
such luxury. 
However, there are 
few brands that 
remain exotic by 
virtue of their low 
distribution. Aesop, 
the Australian 
cosmetic brand, is 
one such hot 
property. Bought by 
stars such as 
Madonna, Cate 
Blanchett, Minnie 
Driver and Isabella 
Rossellini, Aesop 
should be on the 
shopping list of 
luxury-hunting folks. 
In contrast to the 
usually jazzed up 
cosmetics, Aesop 


CELEB CHOICE: Actress 
Cate Blanchett uses 
Aesop products 


products are mostly 
packed in tinted 
brown bottles. They 
also propose to treat 
rather than polish 
your appearance as 
they are made from 
blends of botanical 
extracts and man- 
made ingredients. 
For instance, one of 
its skincare serums is 
made with a base of 
grape and parsley 
seed extract and 
includes vitamin C 
derivative magnesi- 
um ascorbyl 
phosphate. 

It is amazing that 
what started as in- 
house efforts of an 
Australian hairdre- 
sser to treat follicles 
and help a fellow 
manicurist has now 
turned into a coveted 
line of skin and hair 
care products. Guess, 
not every successful 
innovation starts in 


high-tech labs. 





BON VIVANT 


A class apart 


TIME WAS WHEN THE PUFFY-CHESTED BOUGHT GOLD 
Oyster Perpetuals. If that wasn't 
predictable enough, they bought matching 
ladies versions for their wives. Today, the stakes 
in the "see my watch" game have skyrocketed. 

On top of the heap is the tourbillon. A 
holdover from the days of the pocket watch, 
tourbillons were invented to combat the 
tendency of watches to go fast or slow. Since 
this problem was usually caused by the effect 
of movement and gravity on a watch's balance 
spring, tourbillons solve the problem by 
mounting the watch's mechanism on a 
frequently swirling frame within the case. 

Most tourbillon makers only create a handful 
of these watches every year, and each can cost 
as much as $250,000. The ultimate tourbillon 
is still a , invented by Paris-based Swiss 
watch maker Abraham-Louis Breguet in 1795. 
His method of neutralising the effects of 
movement and gravity was adopted by 
wristwatch-makers such as 

and in the 
1930s. 

Today, tourbillon wrist watches are even 
more sophisticated as they have to deal with a 
range of movements. So, the single axis 
tourbillon has given way to a multi-axis version. 

While limited edition tourbillons are true 
collectibles and can cost more than a house, 
they certainly make for good investments. 
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BROWSING 

Vijay Singh 
Managing Director, 
141Sercon 


| am reading Customer 
Share Marketing by TOM 
OSENTON at the moment. 
The book has some 
invaluable insights into 
unlocking and generating 
business growth from 
customer loyalty and 
developing strong online 
customer relationships. It 
is a hands-on, practical 
book, which makes for an 
interesting read. | picked 
up the book after reading 
an online review on one 
the leading marketing 
blogs. | normally tend to 
read books on 
management, which | 
usually buy online. 





A Bouquet Of 
Scribblers 


by ashok v. desai 


ESCAPE FROM THE BENEVOLENT 
ZOOKEEPERS THE BEST OF SWAMINOMICS 
BY SWAMINATHAN S. ANKLESARIA AIYAR, 
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THE BUSINESS OF THE PRESS IS TO INFORM ITS 
readers, to influence them, and to persuade 
them to obey advertisements. It is a good bar- 
gain for both. For a couple of Rupees a day, 
readers get over a dozen pages of news and 
views which may have cost five times as much to 
produce; the rest of the costs are paid by adver- 
tisers. Or they may spend more and buy reading 
material that carries less or no advertising. Al- 
though Indians do not like to pay much for 
printed stuff, their numbers create a big mar- 
ket; it gives them decent choice at low prices. 

When I was a student in Cambridge, some- 
one once wrote in the comment book kept in the 
ommon room: “Where is the Manchester 
Guardian? I don’t know what to think without 
it.” Readers do not want only news; they want 
views too. That creates a market for writers who 
manufacture views day in and day out. News at 
least happens every day; it is collected and 
packaged by agencies, and newspapers or mag- 
azines can buy it or their people go and get it. 
But views do not happen. And they cannot be 
reproduced and regurgitated; they must at least 
sound new if they are going to be read. Therein 
lies the art of the columnist: to write about quo- 
tidian affairs in such a way that he would be 
read. There are many ways of doing it; but ide- 
ally at the end of a column, a reader should 
think, “I hadn’t thought of that”, or “That’s an 
interesting way of putting it”, or “I feel wiser at 
the end of it”, or “Umm! That was fun” — he 
should feel that the time and effort of reading 
the column were worthwhile. 

The challenge in writing columns lies in 
keeping up the reader's interest day after day. 
The fact that prejudices die hard helps; if a 
columnist strikes a rich vein in the form of 
widely held opinion, he can go on mining it for 
years. News also helps; along with information, 
readers also want views on what is happening. 
Still, those columnists who attract more readers 
or hold their interest better would — should — 


do something better than formulaic writing. A 
columnist has to be different, to have something 
special, to succeed. 

Amongst Indian Anglophone columnists, I 
have enjoyed reading Swaminathan Aiyar most. 
He is a superb iconoclast. He often takes on 
worthies or takes up conventional wisdom and 
dissects them with great glee. Having grown up 
in an India where both ruled, I have enjoyed 
competent impudence, and Swami is a master 
of it. He does not simply throw mud at icons. He 
reads books — generally ones I would not think 
of reading — and throws around unusual snip- 
pets of scholarship. Swami is a good writer: 
clear, crisp and economical. He also musters an 
unusual portfolio of facts to bolster his case. 
He probably makes some people tear their hair. 
But since I share his political prejudices, that is 
all right. 

However, people have many facets; not 
everyone would view them in the same way. 
Swami views himself differently. He sees him- 
self as a pioneer of liberalism in India; he 
started propagating it when there was no hope 
of it ever succeeding. He regards himself as a 
global citizen, but underneath it he is quite a 
passionate patriot. He is happy about what lib- 
eralization has done to India, and believes in a 
greater future for it. His style may sound cyni- 
cal, but he is really quite an idealist. 

In the book under review, he has collected 72 
columns written in The Times of India between 
1990 and 2005. That is less than half the time 
Swami has been writ- 
ing; it is mostly the 
post-reform period. 
The columns are 
grouped under 13 sub- 
jects. They are not eso- 
teric; education, envi- 
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ronment, reforms, in- 
ternational relations 
are examples. It is their 
treatment that is fasci- 
nating. They are mod- 
of columnar 


Deena Khatkhate is 
a columnist of a differ- 
- entgenre. After early years in the Reserve Bank, 
he went and joined International Monetary 
Fund. Later he worked for the World Bank, and 
edited World Development. He spent most of 

his working life in Washington, where he lives. 

: Deena was an early acolyte of Sachin Chaud- 
‘-o huri, the founding editor of The Economic 
— Weekly and its successor, Economic and Politi- 

cal Weekly. He was one of the young men who 
frequented Sachin's den behind Taj Mahal Ho- 
tel in Bombay and argued endlessly about the 
problems of the day. From those days he picked 
up a taste for economists. He could indulge it 
abundantly in Washington, a major watering 
place for economists. He is also a good host and 
a warm-hearted friend. So he can boast of close 
contacts with Indian economists. A good many 
figure in this book. They include personages 
like C.D. Deshmukh, but also excellent econo- 
mists unknown outside the brotherhood, such 
as Bagich Minhas, Manu Shroff and Asok Mi- 
tra. Deena calls his section on these friends 
“Lest India forgets”; he remembers them in the 
way they would have liked to be remembered. 
Almost a half of the book consists of columns 
Deena wrote on American topics for Indian au- 
diences. The US is well covered in the Indian 
press, so we may think we know it. But Deena 
has picked many topics that will be new or unfa- 
<i miliar. He looks at America’s race problem from 
_ anumber of perspectives. The tensions between 
Justice Clarence Thomas, who was appointed 
. to the US Supreme Court, and the black Na- 
tional Bar Association are covered, as is the bias 
against blacks in the judiciary. The peculiarities 
of American sexual mores find amused cover- 
age; so do the intricate manouvres required to 
enter the Washington party circuit. 
The 17 pieces grouped under "Indica" are a 
mixed bag. Some are about Deena's economist 
. friends like Jagdish Bhagwati. Some are about 
books read, such as Stanley Wolpert's biography 
of Nehru. Some are telegraphic comments on 
the state of India. Nonresident Indians feel 
compelled to feel proud of India and exasper- 
ated at India's imperfections; the latter feeling 


often leads to preachiness. Indians get rather 
fed up with NRIs' superficial and self-impor- 
tant commentaries. Deena is not a stereotypical 
NRI; but the Indian part of his book could have 
been left out without a loss, to Indians 
at least. 

Deenas best pieces are on places other than 
India and the US. There are quite a few on the 
ex-Soviet world, which he presumably visited 
for work; there are pieces on Afghanistan, Sri 
Lanka, Israel and the Philippines amongst oth- 
ers. Deena is a perceptive and often entertain- 
ing observer; the less familiar he is with his sub- 
ject, the sharper are his observations. 

After T.N. Ninan took over as editor of Busi- 
ness Standard in the early 1990s, he created a 
stable of columnists out of people who had aca- 
demic credentials. The menagerie has tended to 
stagnate, and some writers have gone stale. 
Still, BS continues to have the best collection of 
economists. BS recently engaged Ritu Vaj- 
payee-Mohan to start a series. India 2008 is the 
first of them. Instead of taking the easy path 
and making a collection of published columns, 
Vajpayee asked 14 people to write special pieces 
of about 5,000 words each. The result is gener- 
ally better than what they wrote for BS (some 
are not its columnists). They have gone back to 
the drawing board, so to speak, and written se- 
rious summaries of what they know and believe. 

Some of the resulting papers are excellent in- 
troductions to their subjects. I found the pieces 
by Ajay Shah on the macroeconomy and by 
Percy Mistry on the eponymous report particu- 
larly well written. B.G. Shirsat on the corporate 
sector, Gita Piramal on succession amongst in- 
dustrialists' families, Nimesh Kampani on the 
capital market, Manish Kejriwal on private eq- 
uity and Kishore Biyani on retail are very ed- 
ucative if read together, although individually 
they are not all equally strong. Short on facts as 
it is, the piece on corporate social responsibility 
is a model of conceptual clarity. I would have 
wished that the articles were longer — or even 
that some of the authors had written full books. 
But the more they had to write, the more diffi- 
cult they would be to persuade. In the circum- 
stances, Vajpayee probably reached an opti- 
mum solution. After all, this is not the end of 
the story; for her, it is just the beginning. 





SWAMINATHAN S. ANKLESARIA AIYAR is currently the 
consulting editor of The Economic Times and a 
research scholar at The Cato Institute. 

DEENA KHATKHATE is a former director of research at 
the Reserve Bank of India, a former assistant 
director at the International Monetary Fund, and a 
former senior consultant for the United Nations and 
World Bank. 
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NIXONLAND: 
THE RISE OF A | | 
PRESIDENT AND 
THE FRACTURING | 
OF AMERICA 

BY RICK PERLSTEIN 
SCRIBNER 

Nixonland is a rich and 
detailed account of the 
political, social and 
cultural changes that 
swept through America in 
the 1950s and the 
1970s. And it is against 
this backdrop that Rick 


Peristein tells the story of * * 
the rise and eventual fall — 


of Richard Nixon - a 
persuasive, angry and 
tactical politician. He 
shows how Nixon 
exploited the moral and — 
cultural fears, and | 
insecurities of the "silent 
majority" — which was 
said to be perturbed by 
anti-Vietnam protests, 
civil rights movement, 
and cultural liberalism of 
the time — and nurtured 
a deeply divisive politics 
that continues till date. 
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Abid Hussain, former Indian Ambassador 


e € 
to the US, declared Mahindra & Mahindra 
e CO ! ; ] S ] i the winner for its special focus on educating ` 
the underprivileged. The first runner-up 
was Tata Tea for its focus on helping the 


disabled. NTPC was declared the second 
O — O O i : S runner-up for its immaculate waste 
management programme. The jury gave a 


special commendation certificate to Apollo 


BUSINESSWORLD AND FICCI JOINED HANDS IN Tyres for its attempt to contain the spread 
1999 to recognise the companies that take of HIV/AIDS. Two other shortlisted 
corporate social responsibility as seriously companies, MSPL and ONGC, were 
as their business. The outcome of that awarded certificates of appreciation. 
association was the Businessworld-FICCI- The winners were felicitated by finance 
SEDF Corporate Social Responsibility minister P Chidambaram at a ceremony on 
Award, which went through its seventh 16 May 2008, at FICCI Federation House, 
edition in 2007. This year's jury, chaired by New Delhi. 
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High-level Turbulence 





An airport is 
just a two-mile 
strip of runway 

with a hangar; 
there is no 

reason why a 

city cannot 
have a number 
of airports 
around it 


THE ARGUMENT BETWEEN PRAFUL PATEL AND 
Montek Singh Ahluwalia is unfortunate in a 
number of ways. First, it is a battle over turf 
which should not have occurred; there is an avi- 
ation minister who must be in charge and be 
seen to be in chárge of airports. If he is not per- 
forming satisfactorily, it is the Prime Minister's 
privilege to replace him. The PM also 
no doubt reviews the ministry's per- 
formance periodically. The Planning 
Commission may oversee the invest- 
ments of the ministry; but if its 
deputy chairman begins to summon 
officials of a ministry for a dressing 
down, feathers are bound to fly. So 
they did, and all that can be said is 
that Mr Ahluwalia's summons to avi- 
ation ministry officials was ill con- 
sidered. Second, the issue apparently 
blew up out of Mr Ahluwalia's per- 
sonal experience; he went to the air- 
port to receive a guest, and what his 
guest had to suffer made him lose his 
cool. It is, of course, good that those 
in power should sometimes experi- 
ence the hardships of the common 
man, even if it is by proxy; it would 
be even better if the uncommon men did some- 
thing about it. But that something could be 
done only through the aviation ministry; solo 
flying, even by someone of Mr Ahluwalia's mul- 
tifarious skills, can only cause crashes. And fi- 
nally, it is remarkable how centred this little tiff 
is in Delhi. Passengers in Calcutta, Bombay or 
Madras go through equally traumatic experi- 
ences; but things begin to stir only in Delhi, 
where VIPs ofthe central variety are ensconced. 

Although the occasion that led Mr Ahluwalia 
to explode was a personal one, he is, of course, 
right to press the legitimacy of the Planning 
Commission's concern regarding infrastruc- 
ture, including airports. And official mecha- 
nisms for assessing the conditions of airports — 
turning them into reports, submitting them to 
people in power and releasing them to others in 
government and outside — are so tardy and un- 
predictable that a spontaneous, on-the-spot ex- 
plosion of a high dignitary is not entirely devoid 
of utility. Mr Ahluwalia was also right to point 
out that the chaos at airports was only partly the 
responsibility of the civil aviation ministry; the 
security personnel provided by the home min- 
istry and the passport officials belonging to the 


SUBHABRATA DAS 


external affairs ministry are equally responsi- 
ble. It is these unwanted guests at airports who 
cause most of the inconvenience to passengers. 
If so, there is obviously a need for coordination 
between ministries. 

That is the function of the Prime Minister's 
office. But the Prime Minister cannot do every- 
thing, even with his ever-present flunkies. So he 
could profitably delegate some of the coordina- 
tion to his Deputy Chairman of the Planning 
Commission. All that is necessary is that he 
should do so formally, and anoint the Deputy as 
his alter ego. Let it be clear to anyone that when 
the Deputy Chairman of the Planning Comis- ` 
sion loses his temper, he is doing so in the ca- 
pacity of the Prime Minister's plenipotentiary. 

Should that happen, it is to be hoped that Mr 
Ahluwalia, who is known for his perspicacity, 
will ask whether the opening of a new airport in 
a city must lead to the closing down ofthe old. It 
will be decades before a closed airport is put to 
another use. In the meanwhile, the new airport 
is always more remote and less conveniently 
placed; and it would soon start filling up. The 
reason for closing down the old airport is that it 
would take away profits from the new airport - 
that the owners of the new airports, who are 
nowadays private licensees, would never agree 
to allow the old airports to remain functional. 
Their point of view is perfectly understandable. 
After all, they build airports to make a profit 
and they can hardly be expected to hand over 
some of the profits to the government, which 
owns the old airports. 

The solution to this problem is to give the old - 
airport to the concessionaire of the new airport 
to operate; let him run both airports. Then 
whatever he loses on the new airport, he will 
make up on the old one. Multiple airports are 
common in cities abroad: for instance, JFK, La- 
Guardia and Newark in New York, O'Hare and 
Midway in Chicago, Logan and Manchester in 
Boston, or Heathrow and Stansted in London. 

Once we accept the idea that a city may have 
more than one airport, there is no absolute limit 
to their number. It is only because countries 
treat airports as phallic symbols, build expen- 
sive terminals and install heavy security that the 
number of airports is so limited. Once we take 
an airport as a two-mile flat strip, it would be 
convenient to have them dispersed all over a 
city, so that people can get in and out of the city 
with minimum hassle. 
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Introducing the Xerox WC 5016 A3 Mono MFD. 
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Editor's Letter 





INDIA IS A COUNTRY OF NEW WEALTH 
and age-old poverty, so it's little 
wonder that our 'sin' or 'vice' econ- 
omy is booming. Morality has al- 
ways been a preoccupation of the 
staid middle-class. The new rich are 
smoking, drinking and gambling in 
unprecedented amount for indul- 
gence, and the poor for escape. It is 
only old Mrs Sharma next door 
who is left tch-tching such behav- 
iour. But if Mrs Sharma has a mu- 
tual fund, chances are shes making 
a killing offthe hedonism of others. 

Companies selling cigarettes, 
liquor, erotica, lotteries and other 
‘vices’ are turning huge profits. 
Taken with the unorganised and il- 
legal businesses dealing in the same 
decadences, India’s ‘vice’ economy 
is about 10 per cent of its GDP. De- 
spite the looming slowdown, these 
businesses are growing by up to 100 
per cent. Many 'sin' supppliers even 
benefit from slowdowns and other 
bad news, one reason US mutual 
funds specialising in 'sin' stocks of- 
ten outperform the S&P 500. 

Still, an exaggerated, often hypo- 
critical, sense of decency, which ob- 
jects to children watching lovers 
kiss in movies but not to people 
hacking each other to pieces, has 
shackled many ‘vice’ businesses 
with taxes and pushed others un- 
derground. There, free of oversight, 
these businesses have thrived reck- 


Devil's | Businessworld : 
Dividend 


hy jehangir s. pocha, editor 





lessly, wrecking lives, depriving the 
exchequer of income and spawning 
mafias that influence politics. 

Policing cannot solve the prob- 
lem. Legalising and corporatising 
'vice' businesses can. After all, a 
listed erotica company is unlikely to 
hire trafficked women, and whisky 
from a listed company is far less 
likely to kill you than moonshine. 

Legalising vices means accept- 
ing they are normal, if undesirable. 
A state should not encourage vice, 
but it should let adults make their 
own decisions. Sushma Swaraj and 
Co., who pander to Mrs Sharma, 
are allergic to this view. In doing so, 
they perpetuate the puritanism 
that Europeans and others im- 
ported into India, even though Eu- 
ropeans themselves have moved on. 
Itis time India did, too. 
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www.businessworld.in 


Design Flaws 
It is heartening to note that the business of 
design has come under sharp focus (Grand 
Designs, BW, 2 June). The article rightly 
pointed out that the national design policy has 
not been able to bring about a significant 
difference in spite of having been in effect for 
more than a year now. Yes, Indian design is 
doubtless doing much better than ever before, 
and has come on the verge of competing 
internationally, but we cannot afford to ignore 
the home truth that our design institutes are 
still not producing world-class design 
professionals. It is imperative to constantly 
upgrade the course curriculum in these 
institutes and provide promising students 
international exposure. With sufficient 
encouragement, there is no reason why Indian 
designers cannot provide the country a global 
edge like their IT counterparts have. 

Saurabh Rana, via e-mail 





The Dragons Could Breathe Fire 


The cover story on "the dragons" (Chinese automobiles) 
entering the already crowded global auto markets 
(Beyond The Wall, BW, 2 June) and the Jn Vogue report 
on lifestyle bikes were very informative and exciting. But 
what dims the excitement, especially for Indian readers, is 
a sobering reflection on the crazily chaotic traffic 
conditions in most of the Indian cities and the unabated 
rise in crude-oil prices. The Chinese are known to make 
extremely cost-effective products, so it is safe to say that 
the Chinese cars about to hit the Indian market will be 
affordably priced. That could worsen the traffic conditions 
in the country further. But what is an even scarier 
prospect is that they will add to our already high pollution 
level. The dragons could indeed breathe fire. 


M.H. Rao, via e-mail 


Not So Dark 

The article ‘Better Late than Never’ (BW, 26 
May 2008) has several inaccuracies that 
unnecessarily malign the reputation of 
Reliance Industries Limited (RIL). RIL does 
environmental monitoring by third parties and 
submits results to Gujarat Pollution Control 
Board (GPCB) every month. No abnormal 
results were ever noticed. 

Saying that we use only 0.4 per cent of our 
profits for CSR activity applies only to five 
manufacturing units of RIL. The statement 
“The dark sky above the industrial belt in 
Hazira is barely visible. Thick smoke and fiery 
ochre flames continuously billow out from the 
chimneys of Reliance Industries” is also 
incorrect; what is released in the atmosphere 
from RILSs chimney is steam and CO2. 
Emissions of sulphur oxide, nitrous oxide, 
suspended particulate matter and volatile 
organic compounds are well below their 
threshold values. 

Likewise, saying that the GPCB has not been 
able to verify whether the emissions are within 


» permissible limits is also factually incorrect. 


Whenever GPCB has taken samples of the 
treated effluent water or the air, at any of our 
manufacturing divisions including Naroda and 
Hazira, they have been found to adhere to 
consented norms. 
Paresh PA group president, Corporate 
E EATON RIL 
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In Kerala, two, three and four put together 


do not match up to the number one. 
Now put two and two together. 


It's plain and simple. In Kerala, Malayala Manorama enjoys 
absolute leadership. With a circulation that's greater than that of 
the No. 2, No. 3 & No. 4 dailies put together. Which means, 
Malayala Manorama is not just the No. |, it's the only one you need. 


Malayala Manorama - 15,89,823 copies Malayala em Manorama 
No. 2 + No. 3 + No.4 —15,57,51 | copies Nobody delivers Kerala better 


Source: ABC Jul-Dec 2007. Total average net paid sales of Malayala Manorama Daily in India - 15,89,823 copies. Average net paid sales of Malayala Manorama published from Kozhikode Edn - 1,77,881 


Printed at Bangalore - 23,000, Chennai - 10,364, Kozhikode - | 22,623, Mumbai - 21,894, Kannur Edn - 1,06,672, Kochi Edn - 2,46,429, Kollam Edn - | 31,265, Kottayam Edn - 2,911,590, Pathanamthitta 


Edn - | 06,592, Malappuram Edn - 98,604, New Delhi Edn - | 3,649, Palakkad Edn - 98,558, Thrissur Edn - | 57,025, Trivandrum Edn - 1,61,558. 
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Gambling, porn, alcohol and 
tobacco. Demand-pulls and 
supply-pushes have resulted 
in a never-before boom for 
these 'sin' industries. 
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India Inc’s business confidence is at an 
all-time low, says CIT latest survey. 
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the seven-year-old Doha talks. 
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A ratio of Omega-3 and Omega-6 acids has 
its implications, reports Chitra Narayanan. 


Tushar Kanwar on Nikon’s latest super 


zoom camera and Klipsch speakers. Total No. of pages 
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OIL PRICING 


A Crisis 


Rising global 
crude oil 
prices are 
bleeding 
domestic oil 
companies 


OIL SPILL: IOC, along 
with BPCL and HPCL, 
have been losing about 

Rs 300 crore a day 
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SPIRALLING CRUDE 
prices have brought 
domestic oil firms to 
despair. India's lar- 
gest refiner and mar- 
keter Indian Oil Cor- 
poration (IOC) has 
warned that its cof- 
fers are drying up 
and it won't be able 
to pay crude imports 
bills beyond Septem- 
ber. It has not only 
put all its current and 
future projects, 
worth Rs 45,000 to 
Rs 50,000 crore, in 
the freezer, but has 
also put on hold ord- 
ers for 4 million LPG 


V fw» wa 


gas cylinders. Says 
Sarthak Behuria, cha- 
irman of IOC, “If the 
government does not 
take action in terms 
of tax cuts and inter- 
national oil crude pri- 
ces don’t come down, 
it would be a crisis 
for us in September.’ 
IOC reported los- 
ses of $100 million 
for the quarter ended 
31 March, as against 
a profit of $375 mill- 
ion for the same per- 
iod last year. The 
other two oil PSUs — 
Bharat Petroleum 
Corporation and 





Hindustan Petroleum 
Corporation — are in 
a worse situation be- 
cause they refine only 
22.50 million and 13 
million tonnes per 
annum, respectively, 
as against IOC's 
60.20 million tonnes. 
So far, companies 
have subsidised the 
losses in marketing 
through their refining 
margins. The three 
PSUs have been los- 
ing Rs 300 crore each 
day as they sell pe- 
trol, diesel and LPG 
at subsidised rates 
fixed by the governm- 


2 sr 





ent, which are way 
below the internatio- 
nal crude oil price of 
about $130 a barrel. 

According to Dee- 
pak Mahurkar, asso- 
ciate director of con- 
sulting firm Pricewa- 
terhouseCoopers, “It 
is a distress situation 
and cannot be disco- 
unted. The governm- 
ent has to act.” And 
fast. Ideally, not wait 
until September, by 
when Prime Minister 
Manmohan Singh 
hopes inflation will 
be brought down. 

M. Rajendran 
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p b Ilion pounds. The cost of decommissioning the UK's ageing nuclear facilities, according to BBC. 
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PROFILE 


The Strategist 


During 


Sarin's five- 
year tenure, 


Vodafone 


shares gained 
40 per cent 


MAN ON THE MOVE: 


Sarin's decision to 
quit at a time when 
his company was 


doing pretty well has 





come as a surprise 


"d ‘Air France, Europe's large 


EARNINGS DROP 


we will use the law to force him out of there." 


VODAFONE CEO ARUN 
Sarin is all set to step 
down in July. Known 
for taking up challen- 
ges, he has managed 
to pull off successful 
deals across the 
world. He fought 
hard with the 
Vodafone board 
members to pick up 
stakes in leading 
telecos in Egypt, 
Turkey and India. 
Sarin, who took 
over as the UK-based 
companys CEO in 
2003, is credited with 
successfully catapul- 
ting the firm from a 
Europe-focused pla- 
yer to an internatio- 
nal one. During 
Sarin’s five-year lead- 
ership, Vodafone sha- 
res gained close to 40 
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AMIT VERMA 


"If the king refuses to leave the palace, 


per cent, adding £25 
billion to its market 
capitalisation to reach 
£87 billion. 

Sarin exits on a 
high financial note 
with Vodafone regist- 
ering a net profit of 
£6.66 billion for the 
year ended 31 March 
2008 as against 
£4.93 billion last 
year. He is well kn- 
own for his lobbying 
prowess, amply dem- 
onstrated in his coun- 
try of birth, India, 


LABOUR UNIONS 





where he piloted the 
deal to acquire 67 per 
cent stake of Hutchi- 
son in Hutch Essar. 

The man with an 
MBA from Berkeley 
has sprung quite a 
surprise by his decis- 
ion to quit when on 
top of the situation. 
Sarin will go on a sab- 
batical and is rumou- 
red to have plans to 
join the aviation in- 
dustry or a private 
equity firm. 

M. Rajendran 


BLOOMBERG 








Lebanon gets Prez 
The Lebanese can 
finally celebrate 
an end to a politi- 
cal crisis that 
stifled their coun- 
try for 18 months. 
The country's 
army chief Michel 
Suleiman was 
sworn in as 
President of the 
country on 25 
May 2008. 
According to 
Lebanon's secta- 
rian power-sharing 
system, the presi- 
dency is reserved 
for a Maronite 
Christian. 
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Quarterly net 
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. IT SEEMS THAT ORGANISED LABOUR IS 


finally following in the footsteps 
of global capital. Earlier this 
week, the biggest labour unions 


_ in the UK and the US announ- 
ced a merger to form the world's _ 


first trans-Atlantic union. The 
merger between UNITE, Britain's 
largest trade union and the US's 
largest manufacturing union, 
United Steelworkers — which 
should be finalised by the first 
week of June — will result in a 
collective membership of over 
three million, spread over 
Britain, Ireland, the US and 
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Canada. They have also signalled 
their intention to start talks with 
unions in Latin America and 
Eastern Europe. 

Several activists and thinkers, 
including author Arundhati Roy, 
have been talking about the 
need to “globalise dissent” for a 
while now. It seems the labour 
unions have co-opted the idea 
that the only way to fight for 
their rights is to transcend natio- 
nal boundaries and join hands to 
confront the seemingly insurmo- 
untable power of global firms. 

Sumati Nagrath 
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BOLDNESS 


Do you believe in the power of boldness? Someone who redefined the rules of a freedom strugc 
we believe it can change everything. In steel and everywhere. As we look to the future, boldness will he 


www.arcelormittal.com 





"CHANGES EVERYTHING. 


ArcelorMittal 


=j showed us the power of non-violence did. At ArcelorMittal, | transforming 
redefine excellence, lead our industry and transform tomorrow. tomorrow 


FEELING 
THE HEAT 


A demonstrator 
burns the photo of 
Indonesian 
Vice-President Jusuf 


Kalla during a 
protest against the 
government’s propo- 
Sal to increase fuel 
prices, on 23 May 
2008, in Bandung, 
West Java. With 
global oil prices 
surging, Indonesia 
has decided to slash 
subsidies and raise 
fuel prices by 

up to 30 per cent 
by end-May. 


PHARMACEUTICALS 


Price Control 


MEDICINES SOLD AT 
organised retail stores 
may soon be cheaper. 
Organised retail cha- 
ins are slowly break- 
ing the distribution 
cartel’s hold on the 
supply chain. “The di- 
stributor lobby is very 
strong but we have 
been able to bring 


BETTER 
PRESCRIPTION: 
Organised retail may 
bring down drug prices 


TRIBHUWAN SHARMA 


Reality 
Check 
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prices down by play- 
ing on volumes,” says 
Madhukar Gangadi, 
founder and CEO of 
MedPlus, a pharma 
retail company. 
“Paying upfront is 
also a good way to get 
wholesalers’ price 
down,” says Rama- 
swami Subramanian, 
founder and CEO of 
Subhiksha Supermar- 
ket and Pharmacies. 
The government's 
margin for whole- 
salers is 8 per cent for 
drugs under price 
control and 10 per 
cent for the rest. This 
margin may be brou- 
ght down. The next 
step for retail chains 
will be to procure 
their drugs directly 
from pharma firms, 
but they are likely to 
meet more resistance. 
Noemie Bisserbe 
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Myanmars dark secret 


MYANMAR'S CYCLONE MAY HAVE LEFT AN 
estimated 134,000 people dead and 

2.5 million homeless. But the devastating 
cyclone has one man laughing all the way 
to the bank. Myanmar's drug lord 

Lo Hsing Han, once known as *godfather 
of heroin’, is among the country's most 
successful businessmen. His Asia World 
Company is among the companies 
already earmarked for reconstruction 
contracts — estimated to be worth 

$11 billion — by the ruling junta. 


Conservationists in Cumbria have decided to place about 1,000 traps along the border with 
Scotland to stem the spread of grey squirrels and to preserve native red squirrels. 





British 
universities 
are increasing 
intake of 
students from 
poor families 


QUOTAS FOR UNIVER- 
sity admissions — or 
caste-based reservat- 
ion systems in India 
— raise hackles acr- 
oss the world. But 
that doesn't stop 
politicians. Last 
month, John Den- 
ham, innovation, uni- 
versities and skills 
secretary of the UK 
government, said scr- 
utiny of British 
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EDUCATION 
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Austria 


10 Belgium 


Germany 


Denmark 





Luxembourg 


Netherlands 


f The rankings are based on sulfur limits in diesel 
Í Source: International Fuel Quality Center 
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Action Time 


universities’ admis- 
sions process should 
be strengthened. 
Denham said he 
would consider 
strengthening the 
monitoring powers 
of the Office of Fair 
Access, besides ask- 


ing for “accounta- 
bility and transpare- 
ncy”. In other words, 
universities would 
have to publish their 
admission policies. 
The speech highlights 
the UK government's 
renewed efforts to 


Standard « 
Chartered «wg 


improve university 
admissions even as it 
has met with only 
limited success in 
broadening access to 
higher education for 
students from poorer 
families. 

It is hard to separ- 
ate politicians from 
their populist ideas, 
no matter how in- 
effective they may be. 

Vishal Krishna 














GLOBAL ECONOMY 


Crisis? 


What Crisis? 


Is the ‘bonus 
culture’ to 
blame for the 
higher risks 
in the finan- 
cial industry? 


SOUND OF MONEY: 
HSBC directors are set 
to share a cool 
£120-million bonus 


THE ALBUM TITLE OF 
1970s rock band Sup- 
ertramp seems an apt 
theme for London’s 
bankers. This year, 
bonuses awarded to 
financial services pro- 
fessionals, at £13.2 
billion, were a tad 
lower than last year's 
£13.3 billion last year. 
This has sparked 
angry protests among 
members of the 
British Parliament, 
industry associations 
and the public at 
large, which has had 
to bear the brunt of 
the housing market's 


BLOOMBERG 


collapse in value, im- 
poverishing ordinary 
British citizens for 
who the home is their 
single-largest asset. 
What makes the 
pill even more bitter 
to swallow is the 
Bank of England's 
assistance to the fi- 
nancial services indu- 
stry in the wake ofthe 
credit market crisis. 
These huge bonu- 





ses are those annou- 
nced for December 
2007, which is made 
public only in April 
2008. That was be- 
fore the full impact of 
the credit crisis began 
to be fully known. 

If anything, this 
bonus culture has 
been blamed for the 
higher risks that the 
financial industry has 
taken that resulted in 


the credit crisis. Even 
Bank of England 
Governor Mervyn 
King referred to this 
in a speech he made 
earlier this year. 

The largesse that 
London’s banking 
elite received will be 
fodder for critics of 
the financial services 
industry. Next year, 
the bonuses are un- 
likely to be half as ge- 
nerous. In the mean- 
while, here's a song 
that people for whom 
merely job survival 
was a bonus will not 
be singing: the al- 
bums track 'Poor 
Boy: How can we all 
afford to live like you; 
This life is simply not 
enough; We have no 
grievance, we must be 
tough, poor boy. 

Srikanth Srinivas 





PHARMACEUTICALS 


Side Effects 


Is this the 
end of the 
road for the 
decade's first 
anti-smoking 
drug? 


BIGGER EVIL? Safety 
concerns have been 
raised about Pfizer's 

smoking cessation drug 





COULD ANTI-SMOKING 
drugs be bad for your 
health, too? A US 
non-profit has repor- 
ted “a strong signal of 
multiple safety probl- 
ems" in smokers tak- 
ing varenicline, 
Pfizer s new smoking 


cessation drug, after 
studying adverse eve- 
nts reported to the 
US Food & Drug Ad- 
ministration since its 
launch in May 2006. 
Adverse events' 
means that a side- 
effect is suspected but 
the link is not conclu- 
sively proven. Yet, 
when read with a 
February 2008 FDA 
public health advis- 
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ory linking varenic- 
line with suicidal 
behaviour, the report 
raises questions 
about whether the 
first new drug in a 
decade to help smo- 
kers kick the butt will 
see a premature 
burial after a very 
promising start. 

A Pfizer India spo- 
kesperson wrote in 
an e-mail that the cu- 
rrent label on the 
drug "accurately refl- 
ects the product's effi- 
cacy and safety pro- 
file" and that "Pfizer 
is highly committed 
to patient safety". 
Pfizer launched the 
drug, branded 
Champix, in India 
three months ago. 

Gauri Kamath 
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Calling it quits 
Indonesia is finally 
withdrawing from 
the global oil 
producer’s body 
Opec, saying that 
it is no longer a 
net exporter of 

the commodity. 
The move has been 
widely expected 
since Indonesia — 
Opec’s sole 
member in South 
East Asia — 
became a net 
importer of oil in 
recent times after 
production fell and 
it struggled to find 


million. The drop in driving miles in the US as a response to high petrol prices. 
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folio of data commu- 
nication offerings. 
The acquisition is in 
line with RComs st- 
rategy to be among 
the world's top five 
data communications 
players. RCom is con- 
structing a 50,000 
km undersea cable 


banking giant BNP 
Paribas will pay 

Rs 40 crore to Geojit 
as compensation for 
pulling out of the co- 
mmodities business. 


Birla's big plans 
for Orissa 
Kumar Mangalam 


aluminium, cement, 
telecom and retail 
over the next few 
years. In addition to 
the existing alumi- 
nium refinery at 
Kashipur and smelter 
plant at Sambalpur, 
the group has also 
been planning two 


cement plants and 
launch of telecom 
service and retail bu- 
siness in the state. 


Birla-owned diversi- 
fied business conglo- 
merate Aditya Birla 
Group has announ- 


network, which wo- 
uld take its fully IP- 
enabled network to 
70 countries spann- 
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agreement, Volvo 


Volvo's designs 


for India will own 45.6 percent ing 115,000 km. ced investments to The telecom business 
Swedish automotive of the joint venture the tune of Rs 75,000 is expected to be lau- 
company Volvo company and buy Geojit's exit crore in Orissa. The nched in six months. 


Group has signed an an 8.1 per cent stake strategy proposed investment 


agreement with New of Eicher. Kochi-based Geojit will be made in Cipla's awesome 
Delhi-based Eicher Financial Services Aussie deal | 
Motors to form anew RCom’'s prize buy exited its commodi- Mumbai-based drug 


company Cipla has 
signed an agreement 
with Australia’s 
Sigma Pharmaceuti- 
cals to manufacture 
and supply more than 
100 over-the-counter 
drugs. This will give 
Cipla a presence, 
albeit indirectly, in 


ties trading subsidi- 
ary, Geojit Commo- 
dities (GCL). This is 
to pave the way for 
the proposed open 
offer by its joint ven- 
ture partner BNP 
Paribas Securities 
Asia. The subsidiary 
of the French 


Anil Ambani-owned 
Reliance Communi- 
cations (RCom) has 
acquired UK-based 
virtual network pro- 
vider Vanco through 
its UK arm, Reliance 
Globalcom. The buy- 
out will help RCom 
strengthen its port- 


joint venture — VE 
Commercial Vehicles. 
Eicher Motors entire 
truck and bus 
operations and the 
Volvo Groups Indian 
truck and bus 
operations will be 
brought under the 
entity. As per the 
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PE investments by nation 
No. of deals 


- BW-THOMSON REUTERS PE TRACKER ise e i n a 


pril-May te Asian PE maret 
$2.7 soos, Ripon India was the largest market in the 
a with 141 deals worth $1.03 hillion. 
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INVESTOR DEAL SIZE — 


T. NATION (SM) Taiwan 
» Aditya Birla Telecom Providence Equity Partners US 640.00 
Unique Affordable Homes | Warburg Pincus | |- US 75.00 SPIE TENS 
—. K,6 Power . TPG Growth US 90.00 Hong Kong 
Sai Advantium Pharma MPM Capital US 20.00 
| Synergy Property Development Blackstone Group | US 18.00 Vietnam 
Services - a 
- Semindia | Sandalwood Capital Partners India 1000 |— op "aand 
- Anabond ` SIDBI Venture Capital India 1.50 ll No. of deals 
. Centaur Group | SIDBI Venture Capital India | 104 | " s Singapore Deal value 
| Parabolic Drugs | BTS Investment Advisors India 7.00 10 20 30200 400 600 800 1000 1200 
—— Xalted Networks Sandalwood Capital Partners India 5.00 Deal value in $million 
Figures for 28 April-24 May 2008 — Sees fe 
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Triomune 


the $17-billion Aus- 
tralian drug market. 
Apart from Ranbaxy 
and Dr. Reddy's, 
other Indian pharma 
companies are yet to 
establish a major 


presence in Australia. 


For the business 
traveller 
Peninsula Land, 
Ashok Piramal 
groups real estate 
arm, has formed a 


joint venture with 


Triomune | 
30 





Arrow Webtex, a 


Mumbai based textile 


and real estate deve- 
lopment firm, to 
build hotels aimed at 
tapping the business 
traveller segment. In 
the first phase of 
development, about 
Rs 100 crore will be 
invested in the new 
venture, which will 


go into the making of 


10 hotels of 100 
rooms each, which 
are expected to be 


operational in the 
next 30 months. The 
company plans to set 
up hotels in cities 
such as Mumbai, 
Pune, Nagpur, 
Nashik, Kolhapur, 
Ahmedabad, Surat, 
Jamnagar and 
Mundra port. 


Zee News goes local 
Zee News has found 
out a new route to 
expand its presence 
in regional markets. 
The company has 
forayed into consult- 
ing business through 
its division News 
Consultancy Services 
Division (NCSD). Zee 
NCSD will provide 
operational and strat- 
egic advice on a 
build, operate and 
transfer basis to en- 
trepreneurs desirous 
of launching news 
channels in markets, 
which do not figure 


BLOOMBERG 


in Zee’s immediate 
expansion plans. This 
allows Zee News to 
grow its presence and 
revenues. NCSD has 
already been engaged 
by Goel TMT Group- 
promoted SB Multi- 
media to launch a 
24x7 regional news 
channel, “Zee 24 Gh- 
ante Chhattisgarh”, 
under a franchisee 
agreement. 


Kim gets cracking 
at Videocon 

K.R. Kim, the new 
vice-chairman and 





AMIT VERMA 


CEO (global operati- 
ons) of Aurangabad- 
based Videocon has 
decided to merge its 
factories to improve 
efficiency and produ- 
ctivity. Videocon has 
10 manufacturing 
units spread across 
different parts of In- 
dia. Kim, the former 
managing director of 
LG, is credited with 
steering LG to 
market leadership. 


Raheja's virtual biz 
Realty major K. 
Raheja Corp. is gett- 
ing into the virtual 
office business. The 
Mumbai-based com- 
pany has signed an 
agreement with 
Servcorp, a global 
major in virtual 
offices business, 

to establish a 
presence in the fully 
serviced office 
business in India. 








. Figures for 1 January-25 May 2008 
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INVESTOR DEAL SIZE 


r NATION (SM) 
- Aditya Birla Telecom India | Providence Equity Partners US 640.00 
- Guan Sheng Yuan (Group) China CITIC Capital Partners Hong Kong 73.00 
- Company | 
—— WesTrac Equipment Australia | Carlyle Group US 40.45 
— Blueprint Management Australia ANZ Private Equity Australia 28.21 
: Group 
- -SaiAdvantium Pharma — India ` MPM Capital US 20.00 
: - Green Packet Malaysia | Intel Capital US 15.50 
-~ — Beijing Yuan-pei Century | China Matrix Partners US 15.00 
— Translation Co. | 
Anabond India SIDBI Venture Capital India 1.50 
_ Centaur Group India | SIDBI Venture Capital India 7.04 
. China Europe International China | Chengwei Ventures China 5.00 
. . Business School | 
= Figures for 11-24 May 2008 
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Quick Take 


Should the government raise fuel 
prices instead of rationing it? 


We asked... Arvind Mahajan, executive director, KPMG Advisory Services; Kartikeya Singh, energy policy analyst, Centre 
for Science and Environment; Anurag Vibhuti, head security electronics & renewable energy, Global Business Dimensions; Leena 
Srivastava, executive director, The Energy and Resources Institute; Prayesh Jain, oil & gas sector analyst, India Infoline; Pawan Suri, 
director-marketing, Mega Cabs; K. Srinivas, head, climate change and energy, Greenpeace; Mayank Shah, CEO-Retail, Anagram 
Securities Ltd; Tobias Engelmeier, managing director, Bridge To India; and Atul Asthana, independent energy consultant 





T4 Ay a 
G6 The prices should reflect the 6 Using a mix of price hikeand ®® Idontthink the government 
true cost of petroleum products rationalisation of indirect taxes will pass on a majority of the crude 
and signal their cautious use. 49 would be the ideal way to go. 84 oil price rise to the consumers. $99 
Leena Srivastava, executive Prayesh Jain, oil & gas sector Mayank Shah, CEO-Retail, Anagram 
director, TERI analyst, India Infoline Securities Limited 


YES BECAUSE: Transportation is an important human need. That is why the rise in oil prices 
has caused problems everywhere. In India, the government cannot continue subsidising fuel prices and 
wasting crores of taxpayers’ money. The classic argument against a price rise is that it will especially hit 
the poor and daily-wage earners, who form a majority of our population. However, fuel prices must rise to 
reflect the true cost of petroleum products. This is the only way that citizens will make better-informed 
decisions when using products that consume oil. Higher fuel prices may hurt corporate bottom lines, but 
this will be good for the economy. Over longer term, it is important to encourage mass transportation, the 
use of alternative fuels and energy-efficient technologies. 


Yes 
60% 


ae 





NO BECAUSE: None of our respondents felt fuel rationing would stem demand or reduce oil 
costs. In fact, most felt rationing would be counter-productive. The idea of rationing is retrograde, and an 
irrational response to another irrational policy of fixed consumer-end prices, while maintaining high taxes 
and duties. It is especially counter-productive since most of our economic indicators currently show a 
downtrend. Thus, reducing supply of an important commodity may only add to the gloom. Also, in India, 
rationing is carte blanche for corruption. Any move to ration fuel would only aggravate the black market 
and lead to further adulteration. Furthermore, the whole process is difficult to implement and people 
always have ways of circumventing it. It would only be a PR exercise with no effective outcome. 


No 
09/0 


| 


Maybe 
400/0 


MAYBE BEGAUSE: The oil-price issue is strongly linked to transportation and energy 


needs and ultimately to the economic progress of the country. So, we need long-term strategies that have 
been carefully weighed and assessed. Short-term strategies may only add to the disaster. An oil-price 
hike may fuel inflation, because prices of other commodities such as food will rise due to higher 
transportation costs. There could be price-hike exemptions for trucks carrying food grains, but this will 

be difficult to monitor at each of the thousands of gas stations across the country. This dilemma is not 
unique to India. Around 17 other Asian countries also have price controls or subsidy as part of their fuel 
policy. It’s likely that there will be a balance between a price rise and a reduction in duties. 


——Á 
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Your potential. Our passion." 


Microsoft: 







NAME: 


Mr. 2 million user base 
with 40096 growth potential. 


ReLIANCe Money 


Anil Dhirubhai Ambani Group 





“Our core application has handled over 2 million users, 350,000 
‘transactions per day in the first year and we expect it to multiply 
| by at least 4 times in the next year. SQL Server provides us with 


Reliance Money emerged as a dominant player in the extremely 
"the right infrastructure to support our growth and the reliable 


: competitive online broking and distribution space with over 20,000 
database we need. customer touch points across 4000 plus towns in India within the 
first year of launch. The manifold growth in user base meant greater 
G N Nagaraj demands on scalability and availability of the application. Microsoft 
Senior V P & CTO, Reliance Money 


SQL Server acts as the backbone to a decentralised architecture, 
Mis T thereby ensuring 99.998% availability and high-speed transaction 
Jobs processing leading to high customer satisfaction levels. 

To know more about Reliance Money and other case studies 

Visit: microsoft.com/india/bigdata | Email: sql in microsoft.com 


SMS: SQL to 5676751 | Call: 1800 102 1100 (Airtel)/1800 111 100 (BSNL/MTNL) 


SQL Server advantages 
* Trusted Platform: Secure, highly available and scalable 
Microsoft* 


* Business Insights: Reporting, Data-warehousing, OLAP and 
SOL Server Data Mining included 


* Faster Time to Market: Easy to use, deploy, manage and faster to 
create applications 








© 2008 Microsoft Corporation. All rights reserved. Microsoft, "Your potential. Our Passion’ and SQL Se 


trademarks or trademarks of Microsoft Corporation in the United States and/or other. countries, T Ne al bá 
companies or products mentioned herein may bé the exdema old NONSENSE 








Gomment 


How We 
Never Learn 


by omkar goswami 





ANY ADULT CAN MAKE A MISTAKE ONCE. EVEN 
twice. But when many adults responsible for 
the economic life of our nation enact the 
same mistake time and time again, you need 
to sit up and think. Nothing illustrates this 
better than the licence-control-commissar 
approach to the pricing of petrol, diesel, 
kerosene and LPG. 

But I am getting ahead of myself. Here's 
the story that will make you realise how pe- 
culiarly atrophied we are when it comes to 
decision-making. In January 2002, the price 
of crude was averaging less than $19.50 a 
barrel. It was when oil pundits spoke of a so- 


The Indian 


class care for the report. Naik ensured that 
the report was dead on the water; which 
suited every politician and most babus very 
well because, as we well know, being 'com- 
missars for the people' runs deep in the 
Indian blood. The then Prime Minister Atal 
Behari Vajpayee had other fish to fry; the 
report asphyxiated in some dusty filing 
cabinet; and Kelkar went on to become 
the finance secretary and get on to even 
higher things. 

What a chance we lost! The chart plots 
something quite simple. It uses data for in- 
ternational price of Brent crude and Delhi 
pump price of petrol; indexes both to 100 
starting June 2002; and then tracks how 
these have moved over time. It's frightening. 

Right up to September 2003, there was a 
parity between crude and petrol prices. It 
made a great deal of sense to decontrol then, 
because there was still a tidy refiners' margin 
for converting crude to petroleum products. 
By December 2004, Brent had risen to 
$39.60 per barrel; worse than before, but 


called ‘long-term equilibrium of oil ruling at government's still doable. By December 2005, Brent had 
around $20-$25 per barrel. It was also a E risen to $56.86. A year later, Brent was at 
time when a very far sighted man called Vijay failure to $62.47 and the Indian oil majors had begun 
meg was i bea at the Ministry of decontrol uias large ern i e pi eie: 
etroleum and Natural Gas. retail prices, the gover a 
Kelkar figured that $20 per barrel was the petroleum decided to bequeath oil bonds to Indian Oil 
=> a “ I enhance: be PA prices on ER Batik e ocak en 
at controlled the prices of petrol, diesel, a orporation Limite an ara 
kerosene and LPG. A clever man that he is, time Inay Petroleum Corporation Limited (BPCL). 
Kelkar set up a committee to examine the is- cost the Even here, the government was niggardly. 


sue. Unlike many such committee reports, 
the R Committee report (R for Restructur- 
ing) was an excellent piece of work that 
leveraged the milieu of soft crude oil prices 
to outline an eminently feasible timetable for decontrol. 
Unfortunately for Kelkar and the R Committee, neither 
did his minister, Ram Naik ofthe BJP, nor the wider political 


THE YAWNING GAP 


$123 per barrel 





500 Monthly averages of Brent crude and 
450 Delhi petrol prices 






Delhi petrol prices Rs 45.52 per litre 


jun Oct Feb Jun Oct Feb Jun Oct Feb Jun Oct Feb Jun Oct Feb Jun Oct Feb 
02 02 03 03 03 04 04 04 05 05 05 06 06 06 07 07 07 08 


(Indexed to 100 as on June 2002) 


public dear 


By December 2007, Brent was at over $90 
per barrel, and the asking rate was impossi- 
ble. The government would have needed 
enormous political courage to decontrol at 
that stage, which it didn't have. By mid-May 2008, Brent 
was $123 per barrel and rising. With Delhi petrol prices rul- 
ing at Rs 45.52 per litre, the game was over. 

Reflect on what we have done. We have bankrupted three 
good public sector companies: IOC, BPCL and HPCL. We 
have not allowed prices to ration demand. Now we are talk- 
ing of rationing petrol and diesel. Worse still, there are crazy 
ideas about raising petrol and diesel prices by over Rs 10 per 
litre in cities, but leaving village prices unchanged. You don't 
take the right decision at the right time; you bankrupt oil 
companies and the fisc; you don't allow prices to temper de- 
mand; and then you think of dual pricing which always fails 
before the ink is dry! What do you say about adults who 
make the same mistake time and time again? Words fail me. 





The author is chairman of CERG Advisory. 
omkar.goswami (a)cergindia.com 
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QUARRYING AND SANDBLASTING IN A MASSIVE PUMPING CRUDE IN A NORTH AMERICAN OIL RIG 


CONSTRUCTION PROJECT IN MIDDLE EAST 


ELGI AIR COMPRESSORS - IN 63 COUNTRIES. IN CORE APPLICATIONS} 


> Textiles » Power » Cement » Construction & Mining » Pharmaceuticals » Food & Beverages » Leather 
» Automotive » Engineering » Chemicals 





Oil-free Rotary Compressors 

Oil-flooded Rotary Compressors 

Portable Rotary Compressors 

Oil-flooded & Oil-free Reciprocating Compressors 





ELGI EQUIPMENTS LIMITED 
Singanallur, Coimbatore - 641 005, India Tel: +91 422 2589555 Fax : +91 422 2573697 enquiry@elgi.com www.elgi.com 


Branch Offices: Ahmedabad - 26583736 Bangalore - 22240674 Bhopal - 2578281 Chennai - 28586699 Hyderabad - 27768326 
Jaipur - 2375595 Kochi- 2360155 Kolkatta- 22834270 Mumbai- 28591905 New Delhi - 25153644 Pune - 27145288 Tiruchengode - 257137 





Overseas Offices: Bangladesh » China » Indonesia » Kenya » Malaysia » Middle East » South Africa » Sri Lanka » Thailand 





Toll Free Customer Care Number 1800 - 425 - 3544 
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Cil’s survey 
paints a 
gloomy 
picture of 
business 
confidence 





A Bleak 
Prognosis 


by Jayant Singh 


INDIAN INDUSTRY'S PERCEPTION OF THE SUPPOS- 
edly buoyant economy and the ostensibly un- 
abated growth momentum is finally beginning 
to falter. Rather markedly, too. The country's 
largest industry body, Confederation of Indian 
Industry (CID, disclosed the results of its 69th 
Business Outlook Survey earlier this week, and 
the outlook doesn't seem all that bright. 

BW first reported traces of an imminent 
slowdown in the economy in early October last 
year, and, less than eight months down the line, 
it again reported how small industry was being 
severely impacted by rising commodity prices, 
high interest rates and the strengthening of the 
rupee against the dollar. Barring the latter, the 
other factors have remained more or less intact 
and still continue to affect the industry's per- 
formance — something that has also been 
proved by the latest round of figures for indus- 
trial production released earlier this month. 

The business confidence index (an index de- 
vised by CII to measure the industry's business 
expectations for the coming year), the survey 
revealed, declined 5.3 points (about 9 per cent) 
for the period April-September FYO9 com- 


USINESS OUTLOOK: MAJOR CONCERNS 


| Global economic instability 


| Cost and availability of labour 
Birds institutional shortage : 
Cost of finance 
ackening consumer demand 


Cost of compliance 





Source: 69th CIT Business Outlook Survey 


pared to the previous six months. This, CII re- 
ported, was a consequence of the poor growth of 
industrial production over the past few months. 
Rahul Bajaj, chairman and managing director 
of Bajaj Auto, is quite vehement about the poor 
performance of the industry. “The picture is 
bad,” he says. "There are several factors, includ- 
ing the global economic scenario, that are af- 
fecting industrial performance in India, but the 
state can help mitigate the impact of these fac- 
tors. Inflation is hurting everyone, but blindly 
tightening liquidity is not the solution. If the 
authorities have to raise rates, they should be 
careful to not hurt the average consumer. In- 
stead, they need to target hoarders and profi- 
teers, and cut down on their credit.” 

Considering that elections are around the 
corner and the will for any initiative on the 
state's part would be missing right now, there 
are some who believe that it would be best for 
the industry to come to terms with the slow- 
down and use it as an opportunity to build com- 
petitiveness. Surinder Kapur, chairman and 
managing director of Sona Group and chair- 
man of the manufacturing division of CII, says 
that though the current turbulence is not neces- 
sarily an indication of a recession, there is defi- 
nitely a slowdown. However, he feels, “This 
would be a great time for companies to work on 
building internal competitiveness through in- 
novation rather than increasing sales. We can't 
go on riding on the back of low labour costs for- 
ever to be globally competitive.” 

It's not just the industry sentiment that is 
hurt. Quarterly results of two big heavy engine- 
ering companies — Bharat Heavy Electronics 
(BHEL) and Thermax — show that the compa- 
nies sure aren't celebrating. The Rs 19,365- 
crore BHEL saw an abysmal growth of 4 per 
cent in total revenues in the quarter-ended 31 
March, as against 18 per cent in the earlier part 
ofthe year. Thermax saw a growth rate of 19 per 
cent as compared to 58-100 per cent it observed 
in the first three quarters of FYO8. One could 
expect similar results for the other companies 
in the capital goods space in the near future. 
The sector grew by just 8.6 per cent in March 
2008 as compared to 18.1 per cent last year. 

However, it's not all bad news. Russell Parera, 
CEO of KPMG India, says that the lower busi- 
ness confidence is consistent with the outlook 
in other parts of the world and reflects the un- 
derlying economic uncertainties caused by a 
number of factors, including rising energy and 
food prices, and volatility in the markets. “India 
compares favourably to a number of other cou- 
ntries.” For the time being, it's a bleak picture. 
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. Discordant 
Symphony 


by Srikanth Srinivas 


Doha talks 
are likely 
to remain 

just that — 
talks, for 
some time 


In The News WTO 


CONTENTION: Too many 
concessions for too little 





THE 27-MEMBER EUROPEAN UNION IS NOT SINGING 
like a chorus on international trade. France and 
Ireland struck loud discordant notes about the 
two papers — on agriculture and industrial 
goods — released in Brussels on Monday; min- 
isters from the two countries attacked EU Trade 
Commissioner Peter Mandelson for giving de- 
veloping countries too many concessions on 
market access to industrialised countries on 
agriculture, while getting too little from devel- 
oping countries — mainly emerging markets 
like Brazil, China and India — too little by way 
of market access to European industrial goods. 


BLOOMBERG 


Part of the compromise involves recognition 
that what Europe would lose in agriculture 
would be made up for in industrial goods. 

France, Ireland, Poland and Lithuania claim 
that the proposed tariff cuts are unbalanced. 
“We have a lot of questions” about the agricul- 
ture proposals and “for us French, there’s no im- 
provement on market access for our industrial 
goods to emerging markets,” said French Agri- 
culture Secretary Anne-Marie Idrac. 

Ireland’s new Foreign Minister Michael Mar- 
tin worries that the agriculture proposals will 
hit his country’s meat industry particularly 
hard. “The very clear imbalance in the present 
set of proposals makes them unacceptable to 
Ireland and to others,” he said. But not everyone 
agrees. Carl Bildt, Sweden’s foreign minister, 
said that Mandelson — who has been the target 
of French attacks in the past — enjoyed “fairly 
broad support” among EU ministers. 

A third sheet of music (the agreement on 
services) will be released later, and is also likely 
to generate similar asynchronous sentiment. 
Large services companies in Europe are urging 
the EU to make greater concessions. Services 
account for 70 per cent of European GDP. 

The European Services Forum — a group 
that represents Europe's biggest telecoms, bank 
associations, consulting, accounting and law 
firms, and other multinational services firms — 
have urged EU officials to move the talks for- 
ward and finalise the global trade deal. But its 
voice has been drowned out in the din made by 
farm and industrial lobbies. 

Other factors may delay a final deal even fur- 
ther. In 2009, the US will have a new President. 
and the European Commission will be replaced 
in its entirety. Newcomers at the helm of affairs 
in the US and Europe are likely to have more 
pressing and immediate concerns. The Doha 
Symphony is likely to remain an unfinished one 
for some time. 








srikanth.srinivas@abp.in 








Heart Of The 


The Logan 
now hopes 
to connect 
emotionally 
with 
consumers 


LOGAN'S RUN: 
Success has eluded the 
small, but spacious, 
sedan 


Matter 


by Janhavi Abhyankar 


MAHINDRA-RENAULT, THE 51:49 JOINT VENTURE 
(JV) that launched the mid-sized sedan Logan 
in 2007, is making its second attempt at making 
a success of the car. 

An all-new 360-degree advertising and mar- 
keting campaign featuring a fresh face, actor 
Kunal Kapoor, will exhort buyers starting next 
month. Intended at repositioning the Logan, 
the campaign aims to take the direct-to-heart 
approach, an aspect that was lacking in the pre- 
vious campaign. “When we launched it was all 
product-focused, now we are going beyond the 
product to connect emotionally,’ says Rajesh Je- 
jurikar, managing director of Mahindra-Re- 
nault Logan. The advertisement goes on to say 
that there are many things you do in life, ‘But 
Why?’, finally giving you reasons for choosing a 
Logan, and giving you the But Why reasons for 
buying one. Banking on the space, performance 
comfort and mileage factors, the company 
hopes to be able to reach out to the consumer. 
The company also plans other events, such as a 
But Why website, radio campaigns and Ooh! 
advertising, while doing road shows in terms of 
a direct-marketing effort. 

A year since its launch, the JV anxiously 


Positive specifications 
8 Very spacious, good i 


= Good pick up delivered from a refined Renault — 
m Changing gears is easy and comfortable 

= Rear seats are comfortable 

= Handling is easy compared to the Hyundai 
Sonata Gold and the Palio 1.6 M 


m= Economically priced 


Negative specifications 
= Switches are away from the- 


driver's reach 


m Clutch and horn are hard 


m Noise at low speeds 


= No internal boot release 
= Obstructed side mirrors 








nteriors ini: a dent finish 


IW T [37438 automobiles 


searches for success of the small, but spacious, 
sedan. The dream of selling 50,000 units per 
annum is nowhere near fruition, with monthly 
sales of the Logan stagnant at around 1,500- 
2,000 units. On the other hand, rival Maruti's 
Swift DZire and the SX4 and Hondas City are 
selling 2,500-3,000 units per month. In effect, 
the lukewarm response to the Logan forced the 
company to slash its production by about 30 per 
cent, from 125 units a day in August-September 
2007 to 70-80 units a day in December 2007. 

In the coming year, Logan plans other vari- 
ants — a special Anniversary Edition and the 
much talked of CNG model. This apart, the 
company is banking largely on price. The 1.4- 
litre petrol engine variant is priced at Rs 4.28 
lakh, the 1.61-litre one is priced at Rs 5.69 lakh, 
while the starting price of the 1.5-litre diesel 
version, which has two variants, is Rs 5.47 lakh. 
"This gives the middle-income group a chance 
to buy a big car, says Hariharan Ramani, a Ban- 
galore-based Logan owner. While the Logan's 
biggest USP is that it offers the space ofa big car 
at a price that is slightly higher than a small car, 
its biggest drawback is its boxy, uninspiring 
look. Which the company does not plan to re- 
work for the moment. "Though we don' plan to 
touch the design right now, all cars go through a 
change, and this is no exception,” says Jejurikar. 

Despite its low cost, the Logan's mileage goes 
against it. The petrol variant offers an average 
of about 10 km per litre against rivals’ 13-15 
kmpl; the diesel version gives about 15 kmpl 
against Ford Fiesta and Swift DZire's over 17 
kmpl. Also, its manual controls are better suited 
for a left hand drive. 

The coming months will prove whether Lo- 
gan will be seen differently by the discerning car 
buyer. Hopefully, the effort won't leave the com- 
pany asking themselves the But Why question. 





janhavi.abhyankar@abp.in 
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Chinese 
lempest 


by bill emmott 


WHEN TWO NATURAL DISASTERS OCCUR IN 
neighbouring countries, we are inevitably 
tempted to compare the responses ofthe two 
governments and the two societies. That is 
exactly what has happened with the terrible 
tragedies of the Myanmar cyclone disaster, 
which has killed at least 78,000 people and 
left about 1.5 million homeless, and the Chi- 
nese earthquake, where the official assess- 
ment is that nearly 70,000 have died, 
20,000 are missing, and 5 million are home- 
less. The general judgement has been that 
the Chinese authorities have responded 
much more effectively and humanely. While 





foreign threats and interference. What it is 
paranoid about, however, is domestic criti- 
cism and the threat of domestic protest 
against its rule. Chinese citizens are more af- 
fluent than before and have much more ac- 
cess to television, radio, the internet and mo- 
bile phones. That means that far from 
concealing news of the disaster, the top lead- 
ers — President Hu Jintao and Premier Wen 
Jiabao — rushed to the scene in the days after 
the quake, in order to be seen on television 
sympathising with the victims, directing the 
rescue effort and standing at the centre of 
the national mourning. 

Their reaction was so quick and media- 
conscious that you might almost imagine 
they were elected politicians. It was a faster 
and more sensitive response than that of 
President George W. Bush after the flood dis- 
aster caused by Hurricane Katrina in and 
around New Orleans in 2005. But it would be 
wrong to stop our analysis there. For there is 
a crucial extra reason for that response, be- 
yond the new technological sophistication of 


The 


areae thiscomperion maybe government Chinese thn es than nthe 

A much better comparison is that between faces a storm Cyclone Nargis, the Communist Party is at 
ihe 2008 earthquake in Sichuan provineein of questions isk of being med fr the extent of death 
shan, in the same country, in 1976. In that over why In the quake, more than 5 naillión build- 
-— yu E "3 iode n viv ape new buildines sé jab lg ien » wa — in : 
uiui witliscdd nee of d pudor collapsed in Aa Ice is ud UR wee een nie bl 
eese hod imperiis RM acid thadeadly anae is that they will be blamed 
any international aid. In that year, the au- earthquake for allowing new buildings to be constructed 


thorities were more concerned to hold an of- 

ficial period of national mourning for the 

death of Mao Xedong, the man who led the Communists to 
victory in 1949 and ruled like an emperor thereafter, than to 
allow any official mourning for the earthquake victims. 

Myanmar's military government's reaction to the cyclone 
disaster is reminiscent of that episode. The military seems 
almost proud of how little it cares about its people. It has iso- 
lated itself in a new capital, Naypyidaw, that it founded three 
years ago in order to withdraw from the country's biggest 
city, Yangon. It has not refused foreign aid altogether, but it 
has resisted the entry of foreign aid workers, including from 
neighbouring Thailand and India. It is disdainful of its own 
people but also, like the Maoist leadership of 1976, paranoid 
about foreign threats and interference. 

China's reaction today shows how different the country 
and the leadership have become after more than 30 years of 
rapid economic development. The current leadership is sen- 
sitive to foreign criticism, but it is no longer paranoid about 


that did not meet official standards, perhaps 

because of corruption or negligence. This is 
mainly a danger for the local party and municipal officials in 
the area of the quake, since they will be the ones who were 
supposed to supervise building codes. But it is a danger for 
the central government, too, for it is responsible for policing 
corruption. And if this has happened in Sichuan, it could 
have happened all over China. 

That is why, while Hu and Wen are using the media to 
show they care, the authorities are also controlling the me- 
dia to try to prevent criticism about corruption and building 
codes from spreading too widely. Patriotic feelings of na- 
tional unity at a time of disaster are being encouraged. But as 
time passes and as attention turns to the question of why so 
many new buildings collapsed, that unity may well be tested. 
At that point, so will be the Chinese leadership. 





The author is a former Editor of The Economist. 
policyworld.bw@gmail.com 
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EXECUTIVE SUMMARY 


€ As their inhibitions go 
up in cigarette smoke, 
Indians are consuming 
'vice' products like 
never before 





© Perhaps itis timethe — p ix 
-establishment accepted —— 
the inevitability of 
indulgence and looked 
at legalising and 
corporatising ‘sinful’ — 














ATRIMONIAL BLISS 
eludes Sandeep. 
His career isn't go- 
ing great guns. Un- 
able to salvage ei- 
ther, the Delhi- 
based 35-year old 
has found refuge in 
chilled beer three 
times a week, pi- 
"ied porn DV Ds | every other night and an 
- extra-marital affair with a married co-worker, 
| Sati, that entails spending 30-45 minutes in a 
seedy, nondescript room at a Paharganj Hotel 
_ every Thursday. The bill for Sandeep’s gratifica- 
_ tion adds up to about Rs 1,500 for most weeks 
Ge a tenth of his weekly earnings. His colleague 
-and confida ite, 40-but-still-looking Priyanka, 
secretly nurtures: a crush on him. Twice a 
month, Priyank: takes Sandeep out for dinner 
^ and drinks to the Capital's high-seciety clubs 
and pubs. On average, the extravaganzas easily 
pump à couple: f. gen off her an outing. 


s xs 
s Sd 








SIN COUNTRY 








As | ndians lap up more of VIC products, 
rotiteers and investors are readying to lick 
ip the spoils of the NEW consumption patterns 


Sandeep.and Priyanka are prototypes of an 
India in which changing lifestyles are spawning 
indulgences of new kinds. Wallets in this New 
India are loaded with the trickle-downs ofthe 9 
per cent-plus economic boom and mental 
make-ups are becoming inhibition-free. A new 
breed of sin consumers is emerging, which 
needs its regular fix of entertainment and pleas- 
ure. The reins of “good girls don't smoke and 
nice boys don't drink" on the till-now-abstinent 
middle class are loosening, opening a new mar- 
ket for sins. The shift in tastes has lifted India's 
sin economy to about Rs 300,000 crore a year 
— or nearly a tenth of the GDP. 

The triggér for the bingeing isn't always per- 
sonal or professional problems. Sin consumers 
haven't learnt to resist the forbidden. The give- 
in to temptation isn't limited to the cosmopoli- 
tan sin-city-bred yuppies. Nearly every family, 
every town is teeming with habitual and occa- 
sional consumers of tobacco, aleohol, gambling 
and sleaze. "As cultural values are eroding, the 
young are taking to maladaptive coping with 
stress, says a psychiatrist at AI- 
IMS, Ramesh Sagar. The trend is 
fast closing the ranks between the 
two other sections of society that 
have traditionally devoured sin — 
the moneyed and the poor. Morals 
or religion never caught a toehold 
between India’s rich and their 
pleasures. Indulgences in women 
and wine define zamindars in vil- 
lages. Liquor, lotteries and illicit, 








"Indians consume | Every day, they wager 
NM ATTA , Rs 37 crore 
. MO billion  oNtorrERIES 
* CIGARETTES |, Rs 4 crore 
1,080 bn | ON HORSE RACES 
 BiDIS. , Rs 13.5 crore 





E Rs 60, 000c cr 


ON LOTTERIES & GAMBLING SITES 


NEA DAN DAA tee se nr NEA Rer mre c A SAAANA AN A A aem Hefe EAA EN rd nee fo 


Of all Indians, 


linSs consume pornography, 
which is illegal i in the country 


| lin 2 men and 11% 
women consume tohacco* 





ee aaa a a Sai serait: mast 


Da eae are Na A ee 


drink alcohol* 


3 million are commercial 
sex workers 


m———A—X 


We group: 15-49 years Source: CLSA Asia Pacific Markets Estimates, All India 
=: Distillers' Association, Technopak, SSKI, Third National Family Health Survey 
C (October 2007), 2005 Durex Global Sex Survey, National Network of Sex Workers 


l in 5 men and 20/o women | 


paid-for sex form the rungs of the 
Ladder Of Escapism from suffer- 
ing for the impoverished masses. 


Sinonomics 

How sin is defined varies depend- 
ing on the religious and political 
leanings. A purely conventional 
approach would include intoxica- 
tion, gambling and sleaze. The Rs 
3,00,000-crore estimate for the 
market for these is just the dog's 
tail. Large swathes of the sin econ- 
omy are grey or underground. The 
US sin economy, in comparison, 
forms less than 1 per cent of its 
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$13.8-trillion GDP. 

The habit-forming nature of vices makes the 
business of sin a high-growth industry. Sniffing 
opportunity, profit-savvy business-owners are 
bedecking shop shelves with a glut of vice prod- 
ucts. ^Sub prime or no sub prime, everybody 
still needs a drink" liquor baron Vijay Mallya 
had declared at the Fortune Forum last October 
in Delhi. The robustness ofthe alcohol industry 
found an echo in the trebling ofthe profits of his 
flagship company, United Breweries, last fiscal. 

The West has formalised the concept of ‘sin 
stocks' to profit from the high growth. In the 
US, a range of mutual funds focused on sin 
stocks, akin to sectoral funds, are on offer. One 
ofthem, the $124 million Vice Fund has outper- 
formed the market (S&P 500 stock index) in 
each of the five years it has been trading. "In- 
dia's investment universe for such a strategy is 
limited, as most companies engaged in these ac- 
tivities are unorganised,” says Franklin Temple- 
ton's senior portfolio manager for equity Siva- 
subramanian K.N. 

Organised or not, the sin industry in India is 
doubling every year, beating growth in star sec- 
tors such as telecom, which is growing at 30 per 
cent annually. Supermarkets are vending alco- 
hol, and illicit sex is available at the click of a 
mouse. “After a hard day's work, I love to un- 
wind at pubs,” says Kimi Singh, 32, a Bangalore- 
based software engineer. Her reclusive brother, 
a stockbroker in Mumbai, never goes pubbing. 
“Manish prefers adultfriendfinder.com to bars 
and pals,” giggles Singh, releasing grey curls 
and a twirl of cigarette smoke. 


On A High: Alcohol 

While inhibitions go up in smoke, India is be- 
coming one of the fastest growing alcohol mar- 
kets, according to Mumbai-based stock re- 
search outfit SSKI. Indians guzzled 350 million 
cases of alcohol and 225 million cases of coun- 
try liquor last year, splurging in excess of 


TOBACCO: SMOKING ACES 





Annual sales: Rs 1,58,000 crore 


Growing at: 329/0 


Major players: ITC, Godfrey Philips, The Hyderabad Deccan 
Cigarette Factory, Laxmi Ventures, Western Tobacco, 
Reliable Cigarette & Tobacco Industries, Kotharis' 


and DS Group 


Counterfeit cigarettes: Rs 3,500 crore 
World market: S485 billion 


Source: ITC, Technopak, Ministry of Commerce, Government of India, CLSA Asia Pacific Markets Estimates 


Rs 11,401 crore. "The biggest 
rise in demand is from the 
DINK couples (Double In- 
come No Kids), says Vijay 
Rekhi, president of UB 
Group, India's largest alcohol 
maker. From McDowell's No 1 
to Royal Challenge and An- 
tiquity to the Scotches, all saw 
steeper growth than the 
group's profit. As its coffers 
swell, the UB Group is snap- 
ping up global giants includ- 
ing Whyte & Mackay. 

Then, the beer business in 
India is expanding by 15-16 
per cent annually. “Drinking 
beer is no longer a taboo,” says 
beer major Carlsberg, India's 
MD Pradeep Gidwani. Beer 
cans are the most-sold item at 
some of the in&out stores at 
BPCL petrol stations. In some 
stores, beer accounts for more 
than half the business on 
most days. New players such 
as UK-based brewer Karan 
Bilimoria’s Cobra beer are 
flocking in. Cobra has just committed $100 mil- 
lion to its India business. 





Stimulants Galore: Tobacco 

The late diplomat and the country’s first Prime 
Minister Jawaharlal Nehrus sister, Vijay Laxmi 
Pandit, was amongst the first Indian women to 
smoke publicly pre-Independence. Since then, 
many more have picked up the habit. More than 
10 per cent of the world's smokers now puff 
away in India, according to the WHO. Tobacco 
companies are digging gold as Indians smoke 
110 billion cigarettes a year. ITC, which made 
seven of every 10 cigarettes sold last year, saw its 
profits and sales grow by 20-21 per cent. The 
large-yet-unorganised bidi industry is flourish- 
ing, too, rolling out 1,080 billion sticks worth 
Rs 76,000 crore a year. 

Even cigars, which were the choice of con- 
noisseurs, have caught on. Four million were 
sold last year, up 35 per cent from the previous 
year. *Cigars are no longer for the grey-haired 
achiever alone,” says Godfrey Phillips India's 
CEO Amrish R. Anand. “The middle class is the 
biggest consumer of the Rs 5 to Rs 50-a-piece 
cigars.” Its Rs 50,000-3 lakh-a-piece Davidoff 
humidors are flying off the shelves, lifting the 
importer's profits by a whopping 47 per cent. 


Hard Selling: Sleaze 


More than tobacco and alcohol, sleaze is in. 


9 JUNE 2008 32 BUSINESSWORLD 


“Sex” and “B**bs” is what adolescents are 
googling in non-metros such as Indore and 
Jaipur. The two words tend to be the most- 
searched on Google Hindi. According to the 
2005 Durex global sex survey, one in every 
three Indians is consuming pornography, an 
outlawed indulgence. A shop owner in Delhi's 
smuggled-goods haven, Palika Bazaar, reveals a 
third ofthe shoppers of porn are women. The 
annual consumption of online adult content is 
worth Rs 5,500 crore, as per the Internet and 
Mobile Association of India. “About 80 per cent 
of all internet traffic and 60 per cent of the rev- 
enues are adult content and gambling related,” 
says the association's President, Subho Ray. Of 
the over 260 porn sites launched daily, a high 
proportion is targeted at Indians. The owners, 
of Indianpassion.com for instance, are hosting 
the sites offshore to beat India's anti-porn laws. 
And the bees have naturally got a whiff of the 
honey pot. AdultVest, the only adult industry- 
dedicated fund, has just been floated in the US. 
Nearly 750 adult companies have beseeched its 
$7-billion pool of 3,600 investors, including 
porn hopefuls targeting India. 

That's not all. The India edition of the men's 
magazine, Maxim, which features scantily-clad 
women, is selling 100,000 copies per issue — 
half of them in small obscure towns such as Ro- 
htak — within two years of its launch. *Half the 
letters to the magazine come from subscribers 
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in far-off places such as Raipur, in broken Eng- 
lish, and demanding nude coverage of some 
star, says a Maxim editor, Colin Fernandes. 
The magazine is legit yet often categorised as 
soft porn, much to the chargin of its owners and 
staff. Playboy, too, has announced an Indian 
laws-compliant edition. The New York-based 


50-year-old salesman-turned-porn-king, 
Richard Menon, says, “I get 10 emails a week 
from fans in India.” Menon has produced films 
at the rate of six a year in the past two years. “I 
don’t have a single copy of The Masturbation 
Tape left,’ he says of his debut blockbuster. 
Aside of sleaze, paid-for, illicit sex is a 
Rs 2,000 crore-a-year business. There are over 
3 million sex workers in India, of which 40-45 
per cent are children. “From the Grant Road 
Bridge to the beaches of Juhu, our business is 
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Organised annual sales: Rs 6,000 crore 


Growing at 9-1O09/o per annum 


BLOOMBERG 


Major players: USL, Shaw Wallace, Radi 
| Mohan Meakin, Seagran 
| Country liquor annual sales: Rs 14,850 cre 


Global market: S1 trillion a year 
Source: All India Distillers’ Association, Technopak, SSKI 
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The Vijay Mallya-owned 
UB Group's net profit 
more than trebled last 
year and the liquor 
baron is busy making 
foreign acquisitions 





GAMBLING: HIGH STAKES 
Lotteries: Rs 50,000 crore a year 





Casino: 17, 5OO dedicated casino-goers a year 


Online gambling: Rs 5,000 crore a year 


Horse race betting: Rs 1,800 crore a year 


Illegal wagering*: Rs 25,000 crore a year 
Total: Rs 100,000 crore 
Total global: S240 bn 


The kingpins: Santiago Martin, Sugal & Damani, Essel 


Group's Playwin, Advani Hotels, Bangalore Turf Club, 


websites such as Spatti.com 


Waiting in the queue: DLF, Hotel Leelaventures, Piramals 


* in sports especially cricket, elections, etc Sources: Playwin, Sugal & Damani, Lottery Insider, Royal 
Western Turf Club, Global Betting & Gaming Consultants, Revenue Department, Government of India 


Gambling happens to be 
the most popular of all 
'sinful' pursuits. The 
country's sole casino 

in Goa has no 

dearth of patrons 


everywhere,” says Gulabi, a 28-year-old prosti- 
tute in Mumbai's red-light area of Kamtipura, 
where hourly rates go up to Rs 3,000. Massage 
parlours, love nests in hotels, friendship clubs 
offering clandestine premium escort services, 
too, are proliferating. 


The most popular vice, however, is gambling, 
which is also illegal. Still, unlawful betting in 
the IPL cricket season is averaging $100 million 
per match. On match days, youngsters, pot-bel- 
lied traders and Page-3 regulars can be spotted 
in coffee shops, restaurants and even the stadi- 
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ums, glued to cellphones, haggling hard with 
bookies. Betting on horse races and lotteries is 
subject to state laws. Indians are buying over 30 
million lotteries a day. The market is valued at 
Rs 50,000 crore. "The market can grow mani- 
fold, provided the government rationalises its 
lottery policy, legalises gambling and betting, 
and opens the market to foreign investors,” says 
Kamlesh Vijay, CEO of Sugal & Damani (S&D) 
Lotteries. The Rs 6,000-crore, travel-to-jew- 
ellery company has been selling lotteries for the 
past three decades. Earlier this year, it bid for 
UK's national lottery, proposing ticket sales of 
£63.9 billion over 10 years. The evaluators de- 
clared it the reserved bidder. That has brought 
returns-hungry investors to its doors and its 
competitors’. “Some of the largest US private 
equity funds have approached us, however, the 
laws disallow FDI in lotteries,” says Vijay. S&D's 
profits grew 60 per cent last year. 

Another success story is Zee-promoter Sub- 
ash Chandra's lottery venture — the media 
moghul’s biggest business now. Last year, his 
lottery brand Playwin turned in Rs 2,400 crore, 
towering over his media (Rs 1,500 crore), pack- 
aging (Rs 1,000 crore), and the entertainment 
and real estate businesses. 

The company is generating online lottery 
winners every 5 seconds. Its website is getting 
more hits than that of the Indian Railways’ 
ticket bookings. Online gambling is a Rs 5,000- 
crore market now and, according to Playwin 
Chairman and CEO Amar Sinha, 40 per cent of 
online wagers are from Tier-II and III towns. 
Sinha is lining up impressive expansion plans 
for the group’s lottery and wagering businesses. 
Playwin has tied up with the Royal 
Western Turf Club (RWTC) to partic- 
ipate in the booming horse-race bet- 
ting market. Indians are betting Rs 
1,500 crore on about 200-odd horse 
races a year at nine racecourses. The 
RWTC took in over 300 members 
last year, though the life membership 
fee is a whopping Rs 5 lakh. Still, 
members account for only 20 per 
cent of the average Rs 1 crore wa- 
gered per race at the club. The bulk 
comes from non-members. To ex- 
pand the market, Playwin is setting 
up about 100 off-racecourse betting 
centres across Maharashtra. The 
Bangalore Turf Club is the most 
lucrative due to the state’s wager- 
friendly tax regime. Well-heeled 
race-goers, spirits giant UB Group’s 
promoter Mallya amongst them, 
flock the English racecourses in Ep- 
som and Ascot. 


DREAMSTIMES 
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Corporate India's gambling ambitions in- 
clude India's answer to Vegas. Hotel Leelaven- 
ture and Playwin have bagged licences to own 
and run live casinos in Goa, home to the coun- 
trys sole casino, with live roulette. Owned 
by Advani Hotels, Goa Casino attracts 17,500 
dedicated casino-goers a year. Big corporate 
groups including real estate giant DLF are 
also awaiting Sikkim's decision on bids for five- 
star casinos. 


The Devil's Advocate 

The West has formalised sin industries out- 
lawed here. Sports wagering is legal in the UK. 
Prostitution is not unlawful in Holland. And the 
US is readying to permit hash consumption. 
There are listed porn companies in the US, 
Playboy Inc for instance. India is yet to accept 
that curbs on an industry, whether on grounds 
of morality or by law, force it underground. 

The formal and informal segments ofthe In- 
dian sin economy co-exist because the govern- 
ment speaks in two voices. On the one hand, 
from atop a moralistic plank, controversial 
politicians such as the Union Health Minister 
Anbumani Ramadoss advocate purging Indian 
cinema of smoking and drinking. On the other 
hand, though the Parliament outlawed smoking 
in public in 2004, the ban is far from effected on 
the ground. Isn't Ramdoss’s quarrel then, with 
the message rather than the subject? *It's diffi- 
cult to police smoking with the limited re- 
sources at hand, as murders and other heinous 
crimes get priority,’ confesses Delhi Police’s 
DCP Crime Anil Shukla. 

The doublespeak, perhaps, arises from two 
compelling moral hazards for policy makers. 
One, the overdependence of the exchequer on 
the tax revenue from the sin sectors. The to- 


SEX: CUDDLE PARTY 





Prostitution: Rs 2, 000 crore a year 
Online porn views: Rs 5,500 cr a year 
Global porn industry: S12 bn a year 
129/o of all websites are pornographic 
25%o of all online searches are for porn 
350/0 of all Net downloads are pornographic 
Every second 28,258 surfers watch porn 
266 new porn sites are launched every day 
"7 29/o of internet porn users are men 


India has 3 million sex workers 


Source: IAMAI, Internet, Government of India 


bacco industry, including the highly taxed 
gutka makers, pays Rs 25,000 crore a year in 
taxes. Finance Minister P. Chidambaram raised 
the excise duty on non-filter cigarettes in Bud- 
get 2008 to bring the rate on a par with the less- 
toxic filter cigarettes. He, however, refrained 
from taxing bidis, which are more injurious, 
saying the industry gives jobs to the poor. And 
two, the burden of the politician-sin business- 
owner nexus. Several politicians own sin facto- 
ries and shops, especially in the informal sector. 
Amongst India's largest bidi makers is Union 
Civil Aviation Minister Praful Patel. UB Group's 
Mallya, too, is a well-connected Member of Par- 
liament. The high taxation and price controls 
on the formal alcohol industry can be traced to 
the political clout of the country-liquor lobby. 
Hooch distillers have secured their market by 
exhorting policies that have put less-injurious, 
formal-sector alcohol beyond the reach of the 
poor. In 12 states that account for two-thirds of 
India’s beer consumption, the gross margins for 
beer average 5-6 per cent on curbed pricing 
freedom, reveals Carlsberg’s Gidwani. The 
global benchmark is 25-30 per cent. 

Easing the laws or opening minds on a closed 
industry do fester tension between its existing 
illegal and the upcoming above-board seg- 
ments, triggering a battle for survival. Then In- 
dian policy makers, driven by vote-bank poli- 
tics, make the cardinal mistake of not 
discouraging the informal segments enough. 
And the governments antidote to the prolifera- 
tion of sin becomes curbs on consumption with- 
out workable checks on supply. The temptation 
to resist the inevitability of indulgence and reg- 
ulate sins in India is indeed high. Like the con- 
sumers, the government isn't abstaining. 


With inputs from Vishal Krishna, 
Feroz Ahmed, Abhishek Chowdhury 
and Uttara Choudhury in New York 
puja.mehra (à) abp.in 
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PORN IN THE USA: 
US-based sleaze 
entrepreneur Richard 
Menon has fans aplenty 
in his country of origin, 
India, from where he 
claims to get around 10 
emails every week 


In Gonversation 


‘Wage inflation could 
impact business’ 


ALL OF A SUDDEN, THE CRUISING INDIAN 
economy is facing serious challenges on 
several fronts. The man on the street has 
been badly bruised by inflation crossing the 
7 per cent mark, with sharp price rises in 
basic commodities such as food, petroleum 
products, cement and steel. Industry is 
battling with cost increases and wage bill 
inflation, and policy makers are struggling to 
find solutions. Put in global shortages in 
goods and services, and a volatile rupee, and 
you have a heady mix. As the new president 
of the Confederation of Indian Industry (he 
took charge on 1 May), Kundapur Vaman 
Kamath is responsible for steering the 
course of industry, taking stock of its 
concerns and articulating them to the 
government. Kamath, India’s best known 
banker (he is CEO & managing director of 
ICICI Bank), speaks to BWs li 
on the challenges facing the economy, and 
the possible solutions. Excerpts: 


TRIBHUWAN SHARMA 
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i 8 a Inflation has come as a rude shock. 
d a Will we see any moderation? 
= There is a clear realisation that 7 per 
*3 im cent is the average inflation rate in 
developing countries. Economy and industry 
ave to work within that overriding constraint. 
Inflation in commodities such as oil, food, key 
metals and minerals is now a global 
phenomenon. The government will have to 
take topical solutions — monitor global price 
— trends of key commodities and take 
appropriate measures if domestic price 
- behaviour is completely out of sync. It is being 
done. In steel and cement the government is 
ready with a series of administrative measures. 
< This will set right market parameters over a 
period of time. Industry should invest in 
building capacities, robust processes and 
technology to meet future demand. 


a 1s global inflation triggered by easy 
a money in emerging markets? 
„ Clearly, there is global inflation. You 
| » = could then have easy money fuelling 
that. But in our case, the impact of easy money 
is largely contained. Easy money is the culprit 
if you notice runaway growth in the trans- 
- portation equipment market, property market 
. and speculation. But in the past one year, 
growth in consumer credit is down to single 
Us digits. A series of measures such as hike in 
-. interest rates have cooled down these markets. 


a What is your view on our foreign 
.- a exchange rate? 
quem A: We could see 5 per cent appreciation in 
(ym the rupee over the next 3-4 years. 


3 a How will the Indian industry compete in 
e Q « global markets with a stronger rupee? 

a We have to live with currency movem- - 

m s ents. Industrial efficiency is the factor of 
| Semel variables: scale — the Indian industry 

has) it now; access sto dn A we have got 
















lity -— Indian o companies a are puse km EE 
must es work towards this: This can 






iw rest rates. We cannot be out of sync with 

the world. If we hike rates, we will have issues 

pe of: money flows into the country. Of course, 
bank rates on deposits are marginally higher 

_ than inflation. But that's the result of demand 

^ and supply. 









Q , I5 India becoming a high-cost economy? 
= Will this put off foreign companies? 
A a The inherent advantages of doing 

s business in India remain intact. It is not 
just about cost arbitrage but about the 
availability of talent, an English-speaking 
workforce and a large pool of human capital. 
From being a supplier of low-end skills, we are 
now in various segments of the value chain. 
And (we have) a large, growing market. So, 
foreign business will keep coming to India. 
But, wage inflation is an issue for all 
businesses in India, whether Indian or for- 
eign-owned. We have seen 12-15 per cent wage 
inflation for the past three years across sectors. 
This means doubling wages every sixth vear. 


How do you think we can get around 

Q: = the problem? 
A a At present, you are paying for shortage. 

a Wages are inflated to avoid attrition and 
everyone is doing this. Its a zero sum game. 
We are looking at 10 million jobs per year for 
the next five years. Two million are white and 
blue collared jobs where our system is geared 
to deliver the right candidates. The other eight 
million are those which, in the western 
context, are called 'guild skills; like floor 
attendants in a retail store, drivers, lift 
operators, and so on. A conscious joint effort 
by corporates, educational institutions and the 
government will help increase this pool. This 
in turn, will improve skill levels and efficiency, 
rationalise wages, contain attrition and bring 
down runaway cost increases. 


The index of industrial production 

Q: a signals an economic slowdown... 

a Fundamental factors driving growth 

a remain favourable — the demographics, 
a growing middle class, a robust knowledge 
economy, a rapidly growing services sector, 
strong investment and consumption outlook. 
There may be cyclical downturns driven by 
external factors or short-term disruptions in 


domestic conditions. But the current level of 8 


per cent-plus growth is sustainable. 


b, Farm subsidies and loan waivers have 


| | sparked debates on fiscal health... 


Our agricultural subsidies are a fraction 
a of those in the West. As a democracy, we 
must help some sections of the society. The 
debate is on how it is meted out. The best way 
is to reach the masses directly. But I am in 
favour of appropriate user charges — a person 


_ Who can pay for food should not be given ra- 


tion. Loan waivers, too, carry the risk of bring- 
ing in the culture of non-repayment of loans. 
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Capital Ideas 


Third Time 
Lucky? 


by srikanth srinivas 


IT IS AN IDEA THAT HAS BEEN TRIED TWICE BE- 
fore, but with little or no success. Both, the 
Over The Counter Exchange of India (OT- 
CEI), launched in the early 1990s, and the 
Bombay Stock Exchanges (BSE’s) Indonext 
have had spotty records: both began well, 
but momentum petered out, as the main 
stockmarkets — the BSE and the National 
Stock Exchange (NSE) — continued to be 
the main and, perhaps, only attraction. 

The Securities and Exchange Board of In- 
dia (Sebi) is now making a third attempt at 
creating a dedicated stock exchange for 





Then there are additional costs such as 
that of corporate governance. While ac- 
counting standards and disclosure require- 
ments for public companies are robust, 
SMEs need to hire trained personnel who 
will help them meet increased standards of 
compliance. Such talent doesn’t come cheap: 
your friendly neighbourhood chartered ac- 
countant will just not cut it. 

Ideally, entrepreneurs should seek venture 
capitalists or angel investors, perhaps even 
private equity, for raising risk capital. But all 
investors need one essential factor: exit. In 
the absence of an exit route, all these cate- 
gories of investors will be skittish about 
funding SMEs, no matter how attractive the 
business proposition. In the absence of the 
kind of growth that would take such an in- 
vestment to the initial public offering stage 
within a reasonable amount of time, investor 
appetite for such risk will be much lower. 

What is also less clear is the entrepreneur's 
inclination to be subject to a timetable deter- 


small and medium enterprises (SMEs). But Developing mined by a venture capitalist or private eq- 
the market regulator faces the same issues an exchange uity investor. Culturally, most of them are 
and problems that the two earlier attempts very conservative, and prefer their growth 
floundered under. How can such an ex- for SMEs, and incremental, as long as it is steady. And not 
change be a viable, liquid platform? How can ensuring its all entrepreneurial firms think of themselves 
it be sustainable and economical? How can as future acquisition candidates: they like 
investors and entrepreneurs both be per- Success, the idea of building something permanent. 


suaded to use it? 

The answers to these questions — and the 
success of such an exchange — depend on 
the cooperation and participation of: the 
SMEs themselves who seek to raise capital 
on it, investors who will use it to diversify 
their portfolios, and intermediaries such as 
brokerage and distribution firms. Overlay 
this with a supporting framework — legal, regulatory and fi- 
nancial — that will enable market development, and a dedi- 
cated exchange for SMEs might just be an idea whose time 
has actually, and finally come. But let's not ignore the chal- 
lenges that come with making the idea a reality. 

There is little doubt that SMEs need to raise risk capital 
and they are largely dependent on one source of finance: the 
banks. Since banks lend on collateral rather than on a cash 
flow basis, SMEs have to put up a significant portion oftheir 
own money for both working capital (operating costs) and 
term finance (capital investment) — which raises the cost of 
capital to levels where rapid growth is constrained. 

So, a platform that enables SMEs to raise both kinds of 
capital at a reasonable cost is a good idea. That said, raising 
capital costs money too, and for raising relatively small 
amounts, the fixed costs can be high: investment banks esti- 
mates puts that at about 25 per cent of the total issue size. 


implies 
significant 
development 


A dedicated exchange could allow both par- 
ties — investor and entrepreneur — to meet 
halfway, maintaining one's independence 
while giving the other an avenue for exit. 

A sampling of the research reports on 
companies put out by brokerage and distri- 
bution firms shows that about 15 per cent of 
companies account for 85 per cent of cover- 
age. So, SMEs firms — even the listed small-cap firms, if you 
like — are likely to get little, if any, coverage. To encourage 
broking houses to cover SMEs and invest in researching 
them, some forms of incentives may be necessary. 

Developing a dedicated exchange for SMEs, and ensuring 
its successful performance, implies significant development 
costs. If development financial institutions in the 1990s pro- 
vided the support to seed, start up and bear the initial oper- 
ating costs of OTCEI and BSE's Indonext, some new entities 
will have to step forward to support the new exchange. 

That brings us to the element that has been missing from 
the framework all this time: investment banking dedicated 
to SMEs that will help entrepreneurs raise capital, provide 
corporate finance advisory services, and advise on mergers 
and acquisitions. Perhaps time has come for such an idea. 


costs 


srikanth.srinivas (a) abp.in 
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Perlecan's 
failure may 
stall the 
trend of 
hiving off 
R&D units 


DEAD DEAL: Perlecan 
Pharma is left with just 
one drug from 

Dr. Reddy's stable 





A Dream 


by Noemie Bisserhe 


WHAT LOOKED LIKE A TURNING POINT IN THE HIS- 
tory of Indian pharmaceutical research has 
come a cropper. Dr. Reddy's Laboratories’ 
iconic deal with two of India's most prominent 
investors — ICICI Venture and Citigroup Ven- 
ture Capital (CVC) International — in Septem- 
ber 2005 to form Perlecan Pharma, a new com- 
pany dedicated to new drug development, has 
fallen apart. After three failed molecules, ICICI 
Venture and CVC have exited Perlecan, selling 
their stake to Dr. Reddy's for a combined sum of 
$18 million, according to close aides. ICICI 
Venture's spokesperson and CVC Interna- 
tional's Managing Director for India, Ajay Re- 
lan, said that they had no comment to offer. Sev- 
eral e-mails sent to Dr. Reddy's officials 
remained unanswered. 

This represents a major setback for the Hy- 
derabad-based company, which will now need 
to find a new partner to support its research 
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efforts. The Perlecan failure has also cast a 
shadow over many other deals it spawned — 
Sun Pharmaceuticals (Sun Pharmaceutical 
Advanced Research Company or Sparc), 
Nicholas Piramal India (Piramal Life Sciences) 
and Ranbaxy Laboratories (Ranbaxy Life Sci- 
ence Research). 

But Dr. Reddy's had pioneered the concept of 
spinning off research in a bid to de-risk its core 
business of generics. This was touted as a novel 
way to separate the more predictable revenues 
of mainstay generic drugs, from the uncertain- 
ties of new drug research, and subsequently 
raise further funds for research. Soon after, Sun 
Pharma spun-off its entire discovery research 
programme into SPARC, which was listed in 
July 2007, and Nicholas Piramal, Ranbaxy and 
Wockhardt followed suit. While Piramal Life 
Sciences and Ranbaxy Life Science Research 
will be listed shortly, Wockhardt's new research 
company should be listed on 1 January 2009. 

Nicholas Piramal and Ranbaxy were report- 
edly in talks late last year with private equity 
firms to pick up a stake in their respective 
research companies. "Chances are that private 
equity funds won't want to touch discovery 
research companies again for some time,” says a 
senior Mumbai-based analyst who did not wish 
to be named. “Private equity firms in India still 
have a trading mentality and little appetite 
for risk.” 

While the exact reasons behind the ICICI- 


BUSINESSWORLD 








CVC pullout aren't entirely clear, their with- 
drawal is being linked to slow progress in the 
molecules' development. Perlecan is believed to 
have recently abandoned the development of 
two more molecules codenamed DRF 10945 
and RUS 3108 targeted at metabolic and car- 
diovascular diseases, respectively. 

This leaves Perlecan Pharma, which had 
started with four molecules from Dr. Reddy's 
stable, with just one molecule, an anti-diabetic 
drug codenamed DRL 16536, still in pre- 
clinical development. 

Analysts feel the company could have as- 
sessed that the molecules' commercial value 
was too low. DRF 10945, Perlecan's most prom- 
ising molecule, belongs to the same drug cate- 
gory as GlaxoSmithKline's Avandia, which has 
been in the news after studies showed that it 
increased risk of heart attacks. "Any drug be- 
longing to the PPAR category will go under in- 
tense scrutiny by the US Food and Drug Ad- 
ministration, says Sarabjit Kour Nangra, 
vice-president for research at Mumbai-based 
Angel Broking . 

More importantly, Perlecan never got fo- 
cused attention. “The absence of a dedicated 
separate management team for standalone re- 
search entities like Perlecan may also be partly 
to blame,” says Nangra. Perlecan remained a pa- 
per entity with neither a dedicated manage- 
ment, nor its own office. These are lessons that 
its followers may not want to repeat. 

When it was founded, Perlecan had received 
equity commitments of $52.5 million. While 
Dr. Reddy’s was to contribute $7.5 million 
towards the new company, ICICI Venture and 
CVC International committed $22.5 million 
each. Perlecan immediately received the first 
tranche of $26 million — but the second never 
came. According to a person close to the 
development, ICICI Venture and CVC con- 
tributed a combined sum of $22 million to the 
first tranche. 

The current crisis is not specific to Dr. 
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Reddy's but may be symptom of larger ills 
plaguing Indian pharma R&D. Industry insid- 
ers point to a whole range of issues affecting the 
industry such as limited resources — financial 
and human — and a certain lack of direction in 
R&D programmes and coordination between 
scientists and managers. 

“Right from the beginning of a new drug’s de- 
velopment, one should know which pharma 
companies would be likely to in-license it and 
make the drug attractive,” says Swaroop Kumar, 
former R&D chief of Mumbai-based Glenmark 
Pharmaceuticals. “Good science is not enough.” 

Management is also to be blamed. *R&D 
efforts are initially backed by the management 
but if things go wrong, they back out,” says Sub- 
ramaniam Swaminathan, managing director 
for India Rheoscience. Subramaniam had 
moved back from the US in 1995 to work on 
Dr. Reddy’s first anti-cancer molecule, before 
joining the Danish firm. Regardless of Indian 
pharma's approach to research, the fact re- 
mains that failure is part of development pro- 
grammes. "While rewards can be considerable, 
success rates are extremely low, says Nangra. 

Moreover, the number of drugs approved 
every year in the US, the world's largest phar- 
maceutical market, has gone down drastically 
over the past few years. "The US FDA has raised 
the bar for approval of new drugs,” says Sanjiv 
Kaul, managing director of New Delhi-based 
private equity firm ChrysCapital, who worked 
for 20 years with Ranbaxy as head of corporate 
affairs. “There has been a lot of hype around 
new drug discovery research in India, which has 
led to unrealistic expectations,” he says. But 
Glenmark’s Kumar is more hopeful: “Today Big 
Pharma is focused more on defending their ex- 
isting patents, rather than on new drug discov- 
ery. This leaves a lot of space for other compa- 
nies to explore.” But a new drug out of Indian 
labs still seems a distant dream. 
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SANJIT KUNDU 


“MY DREAM IS TO MAKE IDFC THE MACQUARIE OF 
India”, says Rajiv Lall, managing director and 
chief operating officer of Chennai headquar- 
tered Infrastructure Development Finance 
Company (IDFC). Ambitious words, these. 
Macquarie, an Australian financial services 
firm, has a strong footprint in infrastructure fi- 
nancing but, unlike IDFC, it is a full services 
player and vends a range of products and serv- 
ices, spanning both wholesale and retail. 

IDFC has, over the years, expanded its busi- 
ness footprint and it now has a private equity 
arm, brokerage and investment banking, a mu- 
tual fund, and the last piece that Lall wants to 
have is a bank within its fold. 

The move to pick up Standard Chartered 
Bank's mutual fund (MF) business for $205 
million in March this year is in keeping with 
this vision. Now, what does an infrastructure 
financing company see in the MF business? A 
report by McKinsey — Indian Asset Manage- 
ment: Achieving Broad-based Growth — on the 
Indian MF industry says the total assets under 
management could grow at around 33 per cent 
year-on-year to $350 billion-440 billion by 
2012 from $92 billion as on end-2007. An MF 
will not only help IDFC connect with a retail 
audience, but it will also have another arm in its 
fold to raise money and invest. "For a new en- 
trant, it makes huge business sense,” explains 
McKinsey's partner, Naveen Tahilyani. "The 
MF business has very low regulatory barriers, it 
has low capital requirements and the returns 
are high. Market penetration by MFs is largely 
in the top ten cities. So the upside is high.” Cau- 
tions Viren Mehta, director at Ernst & Young 
(India), *It is a smart move, no doubt, but fi- 
nally, it all boils down to whether you have got 
the audience you want or not." 

A report by Citi highlights IDFC’s challenges. 
Foremost is the one from banks. They have 
a larger scale and lower funding cost due to 
their access to cheaper current and savings 
account deposits. In the case of wholesale fund- 
ing, IDFC's borrowings costs are exposed 
to sharp hikes in interest rates and tightness in 
market liquidity. Second, its business model has 
relatively higher portfolio concentrations com- 
pared to banks; and third, as a finance company 
platform, there are limits in leveraging relative 
to banks. Given the long gestation period of in- 
frastructure projects, the spectre of an adverse 
asset-liability mismatch for IDFC is all too real. 
Banks too have such concerns, but funding in- 
frastructure is among the many things they do. 
Unlike IDFC. *Large state-run banks have ac- 
cess to more long-term funds when compared 
to small infrastructure financing companies’, 
says Kotak Mahindra Bank's executive director 






Dipak Gupta. 
IDFC is also handicapped by the fact that 
; there is no corporate bond market in India. The 
. tenure of the longest IDFC bond is 10 years, 


_. even though there is a 30-year bond issued by 


the central bank, RBI. The development of 
=- a corporate bond market has lagged behind 


~ in comparison with other financial segments. 
5 While primary issuances have been significant, 


. most of these are accounted for by state-run 
. financial institutions and privately placed with 


^. wholesale investors. The secondary market, 


therefore, has not developed commensurately 
. and market liquidity is zilch. *There are some 
issues that are beyond my control and I have 
to live with them’, says a candid Lall. IDFC, 
therefore, willy-nilly lands up borrowing from 
banks to the extent that they are the biggest 
subscribers to IDFC's bonds. And that is why it 
made a bid to buy out Centurion Bank of Pun- 
jab (now taken over by HDFC Bank); and put 
forward a proposal to convert IDFC into a bank, 
which did not find favour with the Reserve 
Bank of India (RBI). 


Regulatory Ghange 

In August 2006, the RBI started regulating 
IDFC as a non-banking finance company 
(NBFC) instead of a public financial institution. 
On 12 December 2006 and 22 February 2007, 
the RBI notified. new exposure norms for 
NBFCs. This affected IDFC on the liabilities 
and asset fronts. . 

The amount of debt that banks can lend to 
IDFC was capped; the total exposure to an 
NBFC was limited to 10 per cent of a bank's cap- 
ital funds (15 per cent in the case of an asset fi- 
nance company). These limits may be increased 
to 15 per cent and 20 per cent, respectively, pro- 
vided that the excess exposure is on account of 
funds lent by the NBFC to infrastructure. On 
the lending side, RBI said that an NBFC could 
not have exposure to a single borrower exceed- 
ing 15 per cent of its owned fund; and in the case 
ofa single group of borrowers, exceeding 25 per 
cent. As of end-March 2007, IDFC's exposure to 
four individual borrowers and four borrower 
groups exceeded the revised RBI limits, and it 
was asked to comply with the new norms by 
end-March 2008. The capital issuance in July 
...,2007 by $500 million increased IDFC's net 
— worth by almost 70 per cent, thereby increasing 
lending limits for single borrowers, but such 
limits mean it cannot take part in mega projects 


B beyond a point. It is hoped that with an MF in 


dts fold, IDFC can hawk a better mix of financ- 
ing to infrastructure projects, and this, in turn, 
will ease pressure on IDFC's balance sheet and 
improve its return,on capital. 


DIP IN THE STORY 





Making Up For Lost Time 
Changes at the senior management level have 
also taken their toll. In March 2003, Lall's pred- 
ecessor Nasser Munjee quit in a huff along with 
four of his trusted aides. The reason: the Centre 
felt that the company had done little good and, 
therefore, wanted to hand it over to the State 
Bank of India (SBI). Munjee went public with 
his views, and said the proposal was not.in the 
interest of the shareholders, the staff or infra- 
structure financing. 

IDFC remained without a head till January 
2005, after which Lall took charge. IDFC made 


the first transitory move when it picked up 


a 33 per cent stake in the Mumbai-based bro- 
kerage SSKI in September 2006 — which cur- 
rently stands at 80 per cent — giving it a 
foothold in investment banking and market 
advisory services. The IDFC-SSKI deal was also 
in keeping with trendlines of the times. The 


stock broking business was on the radar of 


private equity firms given the boom in the 
bourses. Several US-based firms made invest- 
ments in local brokerage outfits at that point in 
time. These included New Vernon Capital and 
Bessemer, which picked up 9 per cent stake in 
Motilal Oswal Securities for Rs 125 crore in and 
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General Atlantic invested Rs 144 crore in 
Sharekhan in 2006. Indiabulls also gained the 
interests of global steel baron L.N. Mittal and 
Merrill Lynch. 

IDFC also bought 8.2 per cent in National 
Stock Exchange (NSE) for about $20 million, 
and within six months of this deal, NYSE, Gen- 
eral Atlantic, Softbank and Goldman bought a 
total of 20 per cent in NSE, valuing the ex- 
change at $2.5 billion. 

IDFC, though, is fortunate in managing to 
bag StanChart's MF business. The London- 
headquartered bank had inked a deal to sell the 
MF business to UBS AG. The RBI nixed it on 
suspicions that Pune-based horse breeder, Ali 
Hasan Khan, had laundered money through 
the Swiss financial powerhouse. Hasan has 
been under investigation by the Income Tax De- 
partment for the same reasons. The headache 
for IDFC is that while it may acquire the coun- 
try's third largest MF, it also happens to be one 
of the worst performing. One of main reasons 
for that is that for StanChart, the MF was not a 
priority at all; the MF came as a dowry when it 
married ANZ Grindlays Bank (India) in early 
2000; and nowhere in the world does Stan- 
Chart have an MF business. 

In February 2007, IDFC also set up a $5-bil- 
lion fund to finance infrastructure along with 

Citigroup, India Infrastructure Finance Com- 
pany (IIFCL) and Blackstone Group. Ofthis, $2 
billion will be in equity capital ($1 billion each 
in quasi-equity and equity) while $3 billion 


would be in long-term debt with financing ma- 


turities exceeding 10 years. 


Jinzed Decisions 

When IDFC was set up in 1997 based on the 
recommendation made by the Expert Group on 
Commercialisation of Infrastructure Projects 
under Rakesh Mohan (1994-96) — who was the 





. then economic adviser to the Government of 
. India in the Ministry of Industry — there were 


several sceptics who said in private that it was a 
classic case of dissipating capital. This was at a 
period of time when old-style term lenders such 
as ICICI and IDBI were pondering over their 
future. They have since become banks. IDFC 
was seen by many as being a victim of political 
interests alongwith politicians from Tamil 
Nadu insisting that it be based in Chennai. Why 
so? Because Delhi already had the now-on-the- 
deathbed IFCI, while Mumbai had IDBI. 

Yet, despite the experience with IDFC, in 
January 2006, the Centre set up IIFCL as a spe- 
cial purpose vehicle (SPV) with an authorised 
capital of Rs 1,000 crore. It was set up as a ded- 
icated institution purported to assume an apex 
role for financing and development of infra- 
structure projects in the country. However, it 
would consider only those projects that have 
been approved by a bank, and the loan assis- 
tance from the SPV would not exceed 20 per 
cent of the project cost. In effect, if the bank 
bungles an appraisal, so will ITFCL to the extent 
of its disbursement. 

The corporate bond market holds the key to 
financing infrastructure projects, but is mori- 
bund, as on date, despite several measures. The 
Centre set up a high-level committee on corpo- 
rate bonds and securitisation in 2005 under the 
leadership of former managing director of the 
National Stock Exchange, R.H. Patil, to identify 
the factors inhibiting the development of the 
bond market. Two of Patil’s key suggestions 
have now got the nod from the authorities in the 
just announced Union Budget: rationalisation 
of stamp duty, and the abolition of tax 
deduction at source, as in the case of govern- 
ment securities. “If the corporate bond market 
develops as a result, it will help everybody’, says 
a hopeful Lall. 

India continues to set up newer entities for 
financing infrastructure, but the Middle King- 
dom's State Development Bank of China has 
been responsible for at least part-funding mega 
projects: the multi billion dollar Three Gorges 
Hydel Project, the Beijing-Kowloon Railway 
and the $3.5-billion Daya Bay Nuclear Power 
Project in southern China. In his column in a 
leading Chennai-based financial daily in 2006, 
former RBI Governor S. Venkitaraminan sum- 
med up the problem succinctly: “No amount of 
financial gimmickry in the form of new finan- 
cial entities will help solve the basic problem, 
which arises from lack of political will to charge 
for the services" IDFC's existential dilemma is a 
good example. 


raghu.mohan@abp.in 
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Starry 
under 


by gurbir singh 


COLORS, THE NEW YET-TO-BE-LAUNCHED ENTE- 
rtainment channel from the Viacom-Net- 
work18 stable, has roped in Bollywood hunk 
Akshay Kumar for its driver show, Fear 
Factor — Khatron Ke Khiladi. Sony Enter- 
tainment Television (SET), currently in the 
doldrums, is hoping for a change in fortunes 
with to-be-launched game show called Dus 
Ka Dum hosted by Salman Khan. Even 
Sahara One, fighting for eyeballs, tried to 
make a splash earlier this year with Jhoom 
India, with a set of Bollywood couples — 
actors teamed up with music composers — 
and judged by senior Bollywood members 





Bollywood 


life. And after KBC, the Bollywood honchos 
stopped looking down on the small screen. 
It must be pointed out that there have 
been the super-duper failures, too. Zee TV's 
KBC copycat show Sawal Dus Crore Ka 
hosted by Anupam Kher and Manisha 
Koirala was a huge flop. Film star Govinda's 
television splash with Sony's Jeetho Chappar 
Phad Ke had to be pulled off due to lack of re- 
sponse. Sometimes the stars lose to cricket. 
Shah Rukh Khan's highly-marketed Kya 
Aap Paanchvi Pass Se Tez Hain? on Star Plus 
had not anticipated IPL's booming success. 
Hence, it is frightening to see television 
networks hitching their stars almost entirely 
on to the Bollywood bandwagon. Shows 
such as Indian Idol, Sa Re Ga Ma Pa, Voice of 
India, Nach Baliye, Jhalak Dikhla Ja and 
Little Champs are contests based on film 
music or dance. And we now have a flurry of 
TV shows hosted by big Bollywood stars. 
The irony of this scenario has been missed 
by many. Towards the turn of the century, the 
television overtook film-making in revenue 


Shabana Azmi and Mahesh Bhatt. has generation. Today, the film industry, with an 
These stars are expensive and paying them A annual turnover of around Rs 9,000 crore, is 
often takes away the entire production inundated less than half of television’s Rs 22,000 crore. 
budget of channels. Salman Khan is believed television, Yet for content, television is hopelessly de- 
to be worth Rs 90 crore over several seasons 7 pendent on the movie industry. 
for Sony. Akshay Kumar, though he is con- and it could “Ultimately, it is a scramble for GRPs,” 
ewe for e season of $ sp will $ prove to be — pila € from Star. ED you 
charging in the region of Rs 15 crore- et it is irrelevant. s or gross rating poi- 
Giai Unless ejer runaway hits, like the latter 's 4 are the LE bara hac, cercle iaa of 
Kaun Banega Crorepati (KBC), these shows undoing in audience numbers that advertising attracts 
are unlikely to ever earn enough ad revenue on a channel. 
to justify their existence. the long rum Which means if a channel, through an 


But for television executives, riding Bolly- 
wood has its own rationale. What does the 
Viacom18 channel Colors do to make itself felt when launch- 
ing against a pack of 10-12 established, aggressively mar- 
keted Hindi entertainment channels? Avoid the saas-bahu 
soaps in its initial line-up. Instead, it has Akshay Kumar 
hosting a contest of 13 women celebrities including Yana 
Gupta and Tupur Chatterji clawing for the No. 1 slot. 

Colors' CEO Rajesh Kamat put it thus: "It is not just con- 
tent; it is 50 per cent marketing as well. It is one way of cut- 
ting through the clutter and getting into Indian homes 
quickly" CEOs such as Kamat also hope that once they pull 
in the audiences for an Akshay Kumar show, they will stay on 
and sample a few more shows. 

That's the way it worked for Star Plus, which was at the 
bottom of the heap till July 2000, after which Amitabh 
Bachchan and KBC changed everything. Star Plus shot to 
No. 1, a position it has managed to retain even today. For 
Bachchan, then a flagging cine star, KBC was a new lease of 


SRK show or by showing the latest Bolly- 

wood movies can accumulate more GRPs 
than another, it becomes a more powerful advertising plat- 
form. That is the heart ofthe matter. 

In the process, Hindi entertainment television is failing to 
build its own stars and icons. The only big TV star we know 
by name is Smriti Irani of Kyunki Saas Bhi Kabhi Bahu Thi 
fame; and that too partly because she tried to win a Lok 
Sabha election. TAM Media studies show television actors as 
brand icons occupy the bottom rung, below film stars and 
celebrity cricketers. On the other hand, Pamela Anderson 
shot to fame two decades ago after a hit performance on the 
sitcom Home Improvement. Then she made it in the 1989- 
2001 television series Baywatch. The series also created an- 
other big American hero, David Hasselhoff. 

In a hurry to create hits, India's Rs 22,000-crore televi- 
sion industry, is forgetting to create its own stars. 


gurbir.singh (a) abp.in 
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brand names RENI iit: hi 


“If names are not correct, speech will not be in 
accordance with actuality; when speech is not in 
accordance with actuality, things will not be 
successfully accomplished. When things are not 
successfully accomplished, ritual practice and 
music will fail to flourish...” 

Confucius analects 13.3 


VASISHT MATTU WATCHED THE CHAOS UNFOLDING 
before him. He had not bargained for any of 
this. What began as an idle afternoon thought, 
was now a raging war. 

This is what happened. G&TW had a very 
successful deodorant for men in the market 
called Mali and went on to launch variants of 
fragrance using names of African tribes as sub 
brand names. A focus group created fire when a 
few youngsters said that Mali was good enough 
to drink and wash their hair and even teeth with 
it. This had started off as a joke among the mar- 
keting team at G&TW, and just when it should 
have been abandoned as the exuberance of 
youthful expression, it became a forest fire. 

Marketing head Sudhir Dhuni decided Mali 
would launch a shampoo and a hair gel. 

Mattu scoffed at the idea, “Yes right, and 
toothpaste and cola too! Don't be silly.” But 
Dhuni whipped up a huge interest among the 
product teams and before they knew, here they 
were, wondering about the correctness of ex- 
tending the Mali brand to shampoos and gels. 

Product manager Karan Kashyap felt the 
shampoo had to be a separate brand. “It cannot 
be an extension of Mali,’ he said. The group felt 
that did not make sense because the basic idea 
was to extend the deodorant brand. But Karan 
was firm: "The whole personality of a shampoo 
is different. I would say give it a new tribe name; 
call it Ivoire or Togo or Maasai! A whacko, star- 
tling name. After all, that is the trend nowadays, 
naming brands with sounds rather than real 
words, like Vaio, Ning, iPod, Google, MashUp 
and consumers seem to be ok with this.” 

Sudhir: The ones you mention have even 
come to stand for the product itself. It is as if the 
name has an inside story. Like Google. I under- 
stand it is an accidental distortion of the word 
Googol. The name started as a joke about the 
amount of information the search engine would 
generate; and when the founders presented it to 
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an angel investor, he made out the first payment 
cheque in the name of ‘Google’. 

But I am not in favour of unconventional 
names. A name has to mean something. It must 
reflect the brand's personality. Besides, the 
whole idea was to encash on the Mali name 
which has built a great equity. So anything you 
sell under that umbrella will derive the power of 
the Mali equity. That is why we are launching 
the shampoo in the first place! 

Sumati Das (Brand auditor): I may sound a 
little spiritual here but ‘deep speaks unto the 
deep’; if your purpose is to sincerely provide a 
fantastic product, and you have passion to de- 
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liver it, that sincerity and passion subcon- 
sciously produces a brand name that speaks 
about the brand's purpose. 

Radha Sreshtha: (head of MR) See, in the 
birthing of a new product, it is not a brand that 
takes birth but a product; that product like a 
human baby, now needs a name and it should 
be given a name in keeping with its core, soul or 
era of birth. Instead of giving birth to a new 
product, we are trying to sustain and keep alive 
an existing name, existing perceived value, ex- 
isting culture. A lot like the Indian need to have 
a son to carry the family name ahead. I guess 
that is where we picked up our wrong notions of 
brand extensions! And then we expect the son 
to be like father, but that can't be; he has his 
own attributes which are suppressed, and what 
we end up delivering is neither the brand nor 
the product. 

So Sunsilk attaches itself to hair colours. My 
take is, even if it does work, it is not because of 
the brand name. I have very strong views on 
brand extensions and feel most extensions are 
done to save time, and money — to milk a brand 
name and get value for money. I do feel we are 
getting mixed up on Mali the brand and sham- 
poo the perceived opportunity. 

We totally forget that a brand is only a name 
which later gets invested with the product's per- 
sonality; before the name is ascribed, there 
should be the baby. Or you have an idea — the 
idea that we need a product like this which will 
serve 'X' purpose — an identified need gap. 

And that is what I see in products like iPod, 
iMac, Google, Yahoo ... all had a purpose. These 
products arose out of a need gap. Not as a need 
to keep an existing name alive. In the beginning 
was the need, not the name. Whereas Sudhir, 
here we have the name and we are attaching a 
random baby to it. It won't work. Google, iPod, 
etc. had no name, no existence apart from a 
thought —that thought fulfilled a need gap, the 
need gap was visioned by the creator in a 
Brahma kind of role, then he took the tools and 
created the idea into a product. Thereafter, he 
said go call it what you want! 

Karan: I think I am getting what you mean. 
If the product is successfully birthed, then 
name is only a detail; a label to address it with, 


yes? Even so, it seems to me the aura of the 


product is so strong that it carries into the 


< name and then becomes a cult. Now as I think, 


" itoccurs to me, Google mail and chat are not ex- 
tensions. They are bricks that complete the 
original idea. | 
Sumati: A rose is a rose by any other name, I 
agree. On the other hand, “you shall be called 
Abraham, the father of many nations", was said 
to a man whose wife was barren. And such a 


$i | 
Increas- 
ingly, new 
brand names 
are sounds; 
they are words 
— through 
ringing a 
combination 
of sounds 
together and 
that combo has 
no known 
meaning.” 


man went on to build nations... So, does the 
name call on the results? 

Karan: Or is the name just a detail? I think it. 5 
is time for marketing people to examine the — 
genesis of names. Is that why almost every soap 
in India has a name that is meaningless and 
equally delivers no meaning? 

Radha: I have seen that when an idea be- 
comes a product, the name and product serve 
their role — the idea from whence it came, and 
became tremendous successes, but when a 
name is pummelled and pulled to become an 
idea, it does not make sense. So is ITC's Fiama 
de Wills a covert attempt to stretch the dying 
equity of its Wills cigarettes? 

Sumati: Naming any thing is common. Like 
Karan says, to address an object, refer to it. But 
today increasingly new brand names are 
sounds; they are words built through bringing a 
combination of sounds together and that | 
combo has no known meaning. Yet, those 
names or words go on to become successful 
among the user segments, and better still be- 
come adjoints for new words in daily parlance. 

Such as: ‘Xerox this please’, ‘Fax it please’, 
‘there is a podcast’, ‘I googied him. So take some 
of the words we have that are product names 
and hence, also a verb. Some are brands. Words 
created as brand names: iPod, Google, Yahoo, 
Youtube, Blog, Ning, Multiplex, Wikipedia, 
iTunes. Take Vaio: If thev had named it Veeto, 
we would not have been surprised, but Vaio is 
really pushing one’s ability to say an easy word. 

So what we are seeing is the creation of words 
that cut across age segments too... this is what I 
am thinking about... today especially, why do 
brand makers choose sounds that are incoher- 
ent rather than word meanings? In fact, Fiama 
de Wills is an exaggerated extension ofthe same 
need for incoherence, maybe. 

Sudhir: Today, when we name a brand Vaio, 
what are we thinking of? What leads us there? 
Youth? Zany? Different? Out of the box? Mem- 
orable? Crazy? Once there was a brand name 
called Mysore Sandal which said everything, 
but then it also limited your imagination to the 
state of Mysore in India, and the fragrance be- 
longing to sandal wood. 

I wonder, did the era of meaningless sounds 
begin maybe with Lord of the Rings and Star 
Wars, and names that were funny to think 
about — Frodo, Yoda, Gimli, Legolas, Bilbo? 

Tarun (category head): You cannot talk 
about names without talking about the sounds 
comprising it, and you cannot talk about 
sounds without talking about all the senses. So 
take a look: Of the five senses only sight has 
been used by marketers on a mass scale because 
of technological capabilities. On the other ex- 
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treme, smell is the most powerful sense but has 
been only sparingly used in marketing and 
seemingly in foods industry; for example inter- 
mittent spraying of roasted/ing coffee beans by 
branded coffee shops to get people to come into 
their outlets and drink coffee. It worked. I have 
also heard of multiplex cinemas spraying smell 
of popcorns in the AC vents just before the in- 
termission to make people experience the crav- 
ing related to hunger leading them to buy food. 

"Sound has been used in a limited sense in 
jingles; sound tracks as an aid to the brand but 
not as a brand itself. Brands have a visual iden- 
tity and can also have a sound identity. This 
sound is different from sound of brand names 
with a meaning. Say LUX, SURF, NIRMA, 
AIRTEL, AXE etc. all of which can have a 
meaning in some language. The most challeng- 
ing aspect of using sound in a brand identity is 
when the brand name itself has no particular 
meaning but for its sound such as Google, Ya- 
hoo (as against Hotmail), Xerox, etc. Sound in 
itself has a meaning to human brain not just its 
meaning derived from a language. This is some- 
thing which science and marketers are yet to 
discover. Sound also has identity, not just its vi- 
sual/language representation. In the animal 
world, dolphins and bats have sound identities, 
so even brands can develop this sense. 

Radha: Yes, sounds impart a resonance 
which impact in ways we have not researched. 
In fact, mantras in the Hindu system are essen- 
tially sound formulations that are known to 
bring about repair, renovation, healing, trans- 
formation, through sound waves, much like 
your chemically formulated tablets. These are 
sound waves produced by the sound syllables, 
and it is swara, the intonation, which probably 
causes the sound waves to deliver varying pitch 
and intensity. Apparently, the veda mantras 
themselves have three tonal levels in which they 
are chanted for different effects. 

Tarun: There could be merit in what you say. 
Therefore, I wonder, did Vaio, Roily (Sony's dig- 
ital music player) and others of their ilk, as also 
J.R.R. Tolkein — did they play with sound com- 
bos to arrive at the successful sound name for- 
mulae? Having launched many products in my 
20-year career, I feel, at a theoretic, mundane 
level, there are many reasons for marketers to 
do so; one, differentiation via sheer difference 
from the ordinary. Two, though they need more 
marketing investments to get established in 
consumer memory, once done, they are difficult 
to copy or dislodge. For example, a copy cat 
name for ‘Vaio’, ‘Google’ can be utter rubbish 
and incoherent. Three, sometimes the brand 
benefit, values are conveyed via sound. Is it 
harsh, soft, intrusive, welcoming, etc. for exam- 


"Brands 
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ple to me Vaio invites to an ‘easy’ experience 
with SONY laptops whereas Yahoo is a carefree 
exclamation. I cannot substantiate my experi- 
ences with these brand sounds, but I affirm, 
sound values in a brand are influencers. 

Karan: There is one brand name that comes 
to mind. ONIDA. I understand it was an origi- 
nal name for a crockery brand called ‘Onieda’, 
So 'E' was removed and it became ONIDA. It 
turns out that ‘Oni’ in fact means ‘devil’ in the 
Japanese language! Now was the devil brought 
as an icon after this revelation or was it a fabu- 
lous coincidence, I don't know. But there are 
other issues here to think about when we con- 
sider sound formulae. ONIDA sounds Japanese 
and connotes Japanese quality to the Indian 
consumers, very much like 'Mitashi' — a local 
Bombay brand of speakers and electronics 
items. Now, why do Japanese brand names con- 
note quality? Mark my question: is the Japan- 
ese sound invoking quality like your Indian 
mantra or is this mere association? 

Sumita: The more I think about Radha’s the- 
ory of sound formulae, the more I feel some 
sounds simply generate success. Like Amul. 
Would anyone have believed that a cooperative 
of farmers can actually go milk cows and pro- 
duce a national brand of ice creams, butter, 
milk, cheese and whatnot? 

Radha: True. I think the name is the first step 
to the execution of a vision. That is why babies 
are named, not adults. No matter how indiffer- 
ent and irreverent we feel towards a name that 
comes with a meaning, I feel somewhere the 
sound name means something to the person 
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who created that name. And in that lies the true 
birth script of the brand. So I agree with Sudhir 
to an extent that you cannot randomly put gib- 
berish sounds together for the sake of novelty, 
nor can you have a name that did not mean 
something to you, the creator. 

Let me show you what in my mind, seems like 
the abandonment of the intent behind a name. 
Take an Indian brand name Lakme. Lakme is a 
corruption of Lakshmi — Goddess of wealth, 
confident woman, perfect consort, powerful, 
worshipped by rich and poor, by men and 
women, and controls the most powerful force in 
the world — money. I think that is what a 
woman is all about. That is what the brand 
Lakme should be all about. It is the perfect de- 
scription and vision for a cosmetic brand — that 
is why Simone Tata named it so when she was 
handling the brand. Lakme was all ofthat — the 
tool to create a confident woman. 

But today Lakme has been extended, nay, 
stretched, expanded, to stand for many more 
things; you have a Lakme Fashion Week, you 
have colours of the season — it is confusing. My 
inherent need is still that — to be a goddess and 
yet, Lakme's positioning is all confusing. Ask 
anyone what does the brand name Lakme recall 
to you? They will say Manish Malhotra, beauty 
parlours, fashion... a collective abstract; it has 
stopped standing for me, the singular. What 
happened to the confident woman? 

From being the Lakshmi in every woman, 
Lakme came to stand for fashion; whereas it 
never intended to stand for fashion, it intended 
to stand for a complete confident beautiful Lak- 
shmi. So I can't identify with it anymore. 

*I know, I know you are wondering what my 
drift is. This is it: I don't think 99 per cent of 
Lakme users knew it stood for Lakshmi, yet, I 
repeat yet, somewhere subconsciously they 
"knew: because the depth of Simones intention 
called unto the depth of the consumers' need. 

“And the brand worked then. I think she was 
looking at an urban Lakshmi — Indian ideals, 
Parisian taste, beautiful. It was the first great 
brand for the Indian woman — a truly transfor- 
mational brand — transform with kajal, nail 
polish, lipstick, compact. You see the Durga be- 
ing awakened, resplendent in colours, every 
feature accentuated. Vibrant, fiery like the Dur- 
gas on Ekdalia Park and Mohammadali Bag in 
Kolkata. You know what I mean Karan? 

Today it is Lakme. A word. It has become a 
mere sound byte sans the power. The power of 
Lakme lay in its intent, the intent behind the 
name sound. See? 

Sumati: Wow... so what we are saying is that 
the name has lost its power? It's original inten- 
tion? Its sound bite? 


“P pbs 
I think 
you have to 
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brand names — 
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earth did that 
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A palpable silence fell on the five. Each one 
was visualising the goddess and her vibrant 
colours and attaching meanings to the brand ~ 
name. They now recalled old brands with new 
anonymity — ThumsUp, Hamam, Dollops, 
Kwality, Gold Spot, Margo... 

Tarun: I think you have to look harder at 
brand names — Dalda, what on earth did that 
mean? Versus Postman ground nut oil, or Para- 
chute oil? How are any of these words con- 
nected to cooking or hair oil? Whereas VAIO is 
not as pointless as it appears. It is Video Audio 
Integrated Operation and a very good name for 
a Sony product. Sony prides itself on visual and 
audio equipment and the VAIO brand is a re- 
flection of that expertise. People don't buy the 
VAIO for its computing capability (which is 
very good), but for its crisp display (which other 
laptops do not have). 





Sumati: Even so, for a consumer, who is ` 


used to brand names that are easier on the face, 
like Philips or Samsung, VAIO is disturbing. 
Even as you think brand, you worry that 
you may not be able to pronounce it right! I 
think it is a bad start for a brand loyalist. Yet, 
there was Hoechst, whose ads always started 
with "Say Hext”. 

Karan: You know this irreverence in names, 
that is pointless sounds becoming names, can 
be seen in a different form in life itself. What I 
mean is earlier names had a root with which we 
could identify them with. Even a word name 
like Saffola has its roots in safflower; likewise 
people names came from mythology, history 
etc, then a Gujarati name was so easily identifi- 
able — a Bipin, Rakesh, Jignesh, Jatin, all 
Gujjus or Murthi, Shankar, Swami all south 
Indians. Today something crazy is going on. I 
was watching a film the other day, and began to 
read the names of the people in the end. Some 
names blew my mind. Narayani Barucha, Jen- 
nifer Kureshi, Natalie Balasubramanian. This 
could be the beginnings of rootless names, new 
identity families, mixed identities... isn't it? 

Sudhir: Are we saying then that a name 
should tell a story of the brand's roots, genesis, 
culture, family, heritage, birth intent? But then 
you just said it... the era of ‘speaking names, just 
went by... 
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Brands are 
seeking non- 
traditional 
ways of 
marketing... 
starting with 
brand names 


Arun Katiyar is an 
independent content 
and communications 
consultant. He can be 
contacted at 
arun.katiyar (a) 
gmail.com 





Sound 


AS A CHILD, I RECOLLECT READING TRAVELS INTO 
Several Remote Nations of the World, in Four 
Parts, By Lemuel Gulliver, First a Surgeon, and 
then a Captain of Several Ships. Jonathan Swift 
may not have been on your list of favourite au- 
thors, but chances are the book title here left 
you foxed for a moment. 

Now try this: As a child, I recollect reading 
about Lilliputians and Brobdingnagians...ah, 
those small, squishy chaps and those humon- 
gous giants! Now we know! And just to help you 
conjure some fascinating worlds from Swift, 
think about places with names like Laputa, Bal- 
nibarbi, Glubbdubdrib, Luggnagg and Houy- 
hnhnms (all part of Gulliver's travels). If you re- 
peat those names aloud, they will conjure 
images, feelings and ideas — and stay in your 
head. Just like the sound 'Lilliputian' has done. 
Swift was smart, eh? 

I guess brand names that appear to have no 
meaning — Ning, Ping, iPod, Google, Skype — 
all end up conjuring an image and then a mean- 
ing. And it's not limited to technology products. 
Think Postman, Dalda, Viagra, Ikea, Tokina, 
Hasselblad, Enron. What do these names 
mean? Perhaps nothing. But they tell entire sto- 
ries, don't they? 

In today's world, with cross-cultural influ- 
ences, names are becoming difficult to remem- 
ber — and pronounce! Phonosemantics present 
a fascinating opportunity to create brands that 
instantly touch the mind. This is because 
sounds have a powerful 'feel' behind them. 
Check Om if you don't believe me. 

The sound of a ‘v prepares us for things that 
are fast and energetic; the use of a ‘K’ sound 
brings to mind an image of dashing solidity; the 
double 's' is soft and fussy, leaning towards ele- 
gance; 'z has a sleepy slowness to it. 

I believe the introduction of sounds as brands 
is also the result of a keen battle between brand 
managers and consumers. Consumers don't be- 
lieve in soaps with names like Glow or health 
supplements with names like Power. Con- 
sumers suspect these brands will not live up to 
the promise oftheir names. 

So brand managers are searching for long- 
term answers. And what have they come up 
with? Names that have no real meaning. I think 
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of brands like Rolex and Casio and wonder. 
Does it have to be a combination of ‘nice’ sound 
and ‘sense’ to capture the consumer's imagina- ~ 
tion? 

In reality, sounds as brand names have always 
been around. Take Cinthol as example, which 
has managed pretty well, without having to 
mean anything obvious. If anything, in the In- 
dian consumer's mind, Cinthol means bathing 
soap, and Dalda, cooking medium. It is just that 
the kind of sounds being used today are some- 
what newer and more edgy in quality than 
before. 

For the moment, sounds appear to be a fun 
way to capture the imagination of the con- 
sumer. Perhaps, in many cases, they also rise 
above cultures; they have a nice fuzziness to 
them that makes them pliable, malleable and 
ductile in the hands of marketing and promo- 
tion; and surely, a sound displays more imagi- ` 
nation than a name such as Staples or Bombay 
Dyeing. 

Today's battle among brands has brought to 
light two interesting features: brand equity and 
brand extensions. Somewhere in the noise of 
brand equity and extension, brand promotion is 
creating a layer of uncertainty. Take Lakme 
Fashion Week, which in all likelihood was con- 
ceived as an event to increase the glamour quo- 
tient of the Lakme brand through association 
with the young, the lissome and the desirable. 
Perhaps, over a period of time, Lakme Fashion 
Week has become a self-sustaining strategic 
business unit (SBU), with its own business 
goals. 

This is not the case with Wills. Fiama de Wills 
is not meant to support the brand of cigarettes. 
Instead, it is an effort to milk the equity of 
the Wills brand. Can the Wills brand support a 
lifestyle and personal care range of products? 
Perhaps not. Should the Wills brand be used 
to create a range of adventure holiday pack- 
ages? Or should it be used to create leisure 
products? Or create a range of rugged luggage? 
All of that primarily depends on the overall 
product needs of the market in addition to 
the company’s own business vision and 
competencies. 

Finally, we have brand extensions. Coke has 
Coke Lemon, Cherry Coke and Diet Coke. Sony 
has Sony Discman. Swatch has Swatch Beat. 
Google has Google Talk. Notice something 
here? All of them are trying to introduce ‘sense’ 
into their non-sense names. Shakespeare's 
Juliet says to Romeo, "What's in a name? That 
which we call a rose by any other name would 
smell as sweet". True. But in today's aggressive 
markets with priorities leaning towards pronto, 
prose takes a beating. 
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New brand 
identities 
are created 
with 
memorable, 
evocative 


The author is CEO, 


Pilgrim Research & 
Consultancy. She can 
be contacted at 

suma (a) pilgrim.co.in 


suma mandagiri 


Naming 
It Right 


IN A FAMOUS PASSAGE, CONFUCIUS WAS ASKED BY A 
disciple what his action would be if he were to 
govern a state. He replied, “Make right the 
names’. His disciple was incredulous and asked, 
“Would you be as impractical as that?" Confu- 
cius rebuked him, and explained that proper 
nomenclature is the basis of language and that 
language is central to taking care of things. 
Names have their roots in language. Names 
have been used as descriptors of genealogy, 
place of origin and profession. Names change 
too, depicting the evolution of the individual. 
Thus Siddhartha the prince became the Bud- 
dha. Sometimes a name has proved to be 
prophetic like a herald bringing a message from 
the future. Abram changed his name to Abra- 
ham, meaning father of a multitude, to eventu- 
ally become the ancestor of all Arabs and Jews. 
Brand names carry the fate of substantial in- 
vestment in new business initiatives. Corpora- 
tions spend millions to create brand identities 
with enduring character and attributes. And it 
all starts with a memorable, evocative name. 
Conventionally, marketers have looked at 
various methods to name a brand: 
Bi Denotation: The ingredients or process that 
can be attached to the name. Mysore Sandal 
soap speaks of sandal as an ingredient as well as 
the place of origin. 
B Connotation: The imagery connoting the at- 
tributes the brand is trying to project. Mother's 
Recipe pickles suggest the warmth of home- 
made food. 
li Evocation: The suggestion of certain attrib- 
utes by evoking memory, impressions or imagi- 
nation. Vivel di Wills is trying to project a fusion 
of evolved taste and Parisian fashion. 
W Association: Taking on the related name of an 
individual or entity. MTR Masalas can be traced 
back to the traditional Mavalli Tiffin Room in 
Bangalore. 
B Extensions: Using stems, prefixes and suf- 
fixes to connote a meaning. The suffix ‘ola’ in 
Saffola connotes oil from safflower. 
BW Acronyms: Letters abbreviated to form a 
name. JAM magazine, popular among college 
kids, can be expanded to Just Another 
Magazine. 
@ Hybridisation: Combining two or more 
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words to communicate enhanced imagery. San- 
ifresh is a hybrid of ‘sanitary’ and ‘fresh’ express- 
ing the functional aspects of the brand. 

However, these methods only refer to the se- 
mantics of naming a brand. As winning brand 
names conjured from varied: semantic 
processes become scarce, marketers are tapping 
linguistic researchers who are linking raw 
sounds to specific emotions. Thus, we are expe- 
riencing a bloom of new vocabulary, of words 
with no historical origin, which have no mean- 
ing outside of the brand itself. Yet, these names 
are globally decipherable. 

Socrates said good words are ones in which 
the sound and meaning are congruent. While 
semantics is the first leg a brand name has to 
stand on, phonetic symbolism is the second. 
Phonetic symbolism suggests that the mere 
sound of a word, apart from its definition, con- 
veys meaning and evokes specific emotions. 
These sounds derive from phonemes, the small- 
est unit of sound. The sound of the letter ‘C’ can 
be called a phoneme. 

As per phonetic symbolism, the sounds of in- 
teracting phonemes in a brand name communi- 
cate the underlying essences of the brand. This 
can systematically alter consumer perception 
and judgement of the brand. 

Few realise that Nokia originates from the 
name of a city in Finland. What they react to is 
the beat of it — a sonic interaction that is quick 
and easy to pronounce. The attributes of the 
sound are thus transferred to the brand, mak- 
ing the definition of the word unnecessary. 

The greatest advantage of using the princi- 
ples of phonetic symbolism is that it can lead 
marketers to create brand names that are glob- 
ally palatable. Consumers from every culture 
react similarly to what linguists call, obstruents 
and sonorants in a particular sound. Obstru- 
ents are perceived as harder and sharper; sono- 
rants as softer and smoother. Consider the two 
brand names, Rin, a washing soap, and Dove, a 
beauty soap. The obstruent, ‘r’ in Rin makes it 
sound sharper, while the sonorants in Dove 
make it sound softer. 

After semantics and phonetic symbolism, 
what needs to be ensured, is reproducibility. A 
good brand name is easily reproduced in all me- 
dia and conveys well enough to stand out in 
both spoken and written forms. 

However, all of the above is a process that be- 
gins with the marketer's intent for the brand. 
Researchers are yet to unravel the subconscious 
reach of ‘intent’ Still, if the brand name Google 
was a young jockey's suggestion of a word, 
meaning, 1 followed by a million zeroes, there 
seems to be a prophetic element to naming a 
brand. As a marketer, I wouldn't mess with that. 
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EXOTIC SPAS 


Heavenly... 5 


Luxury spas LUSH TEENE, GENTLE TAA, CALM no 
z music, understated fragrances, a therapist 
like Ananda working to un-knot muscles you possessed 
and Westin without knowing — quite easily, this is most 
people’s idea of heaven. With luxury spas 
Sohna have acquiring diverse and even neighbourhood 
made India a addresses, that heaven is now many places in 
India. The spa is an abbreviation of the Latin 
top Spa phrase sanus per aquam, which roughly 
destination in translates to health through water. Its 
etymology is also traced to a Belgian town by 
the world the same name, famous for its healing waters. 
In most modern spas, though, water is more 
an element of the backdrop, carefully 
structured to soothe the genteel 
world traveller. The 
connection, however diluted, 
is maintained in Indian spas 
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with the sauna, steam, shower or jacuzzi 
that precedes or succeeds, more often 
than not, Ayurvedic treatments. 

For the stressed-out corporate 
citizens of Delhi, the new Westin Sohna- 
Gurgaon Resort and Spa offers 35 acres 
of countryside with every imaginable modcon. 
Guests at its 97 rooms and suites can indulge 
in traditional and modern therapies, a 
hydrotherapy chamber, a darkened meditation 
pyramid, and aromatic fireplaces as they 
defeat fatigue by indulging in a customised 
Westin workout massage, followed by cold 
lemongrass tea and chamomile-infused dark 
chocolate. They can also sample extra-healthy 

courses tagged ‘Superfood’, before 

retiring to signature ‘Heavenly 
NEED. Beds’ that promise to turn fluffy 
© into the last word in luxury. 
: Indeed, Indians can now travel 
to some of the world's best known 
spas without stepping out of the country. The 
alluringly named Ananda — In The Himalayas 
has been rated the No. 1 spa in the world by 
Conde Nast Traveller. Nestling on a mountain 
ridge in Narendranagar near Rishikesh, this 
100-acre palace estate of the erstwhile 
Maharaja of Tehri-Garhwal is now the idyllic 
dispenser of Indian, European, as well as other 
Asian treatments. 

An altitude of 8,350 feet is not the only 
breathless aspect of another award- 
winning destination spa, this one the 

result of a tie-up with the Banyan Tree Hotel 
and Spa chain of Thailand, at the Oberoi 
Wildflower Hall in Shimla. Its open-air 
jacuzzi, with 
bubbling jets of oy 
water heated to a 
blissful 40 degrees even in freezing 
winters, is set on a cliff-top 
offering spectacular views 
of the Himalayas. 

The Banyan Tree brand 
of 'high-touch, low-tech’ is 
also evident in the fairy-tale 
ambience of the Oberois’ 
Rajvilas and Udaivilas 
palace hotels in Jaipur and 
Udaipur, respectively, 
where it is possible to have 
a Shirodhara, the 
profoundly relaxing (and 
expensive) Ayurvedic 
treatment that requires 
especially prepared oil to be 
poured in a steady stream 
on the patient’s head for a 
full hour, and then follow it 
up with a milk-and-rose 
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bath. To the north of Udaipur, the Delwara 
Village is home to the Serena Spa, located in 
the elegantly restored and atmospheric Devi 
Garh Resort. Its anti-stress head-neck- 
shoulder massage can be combined with 
unique herbal body scrubs and polishes. 

Kerala has not only claimed God for itself, 
but Ayurveda as well. While every hotel worth 
its rooms offers the Ayurvedic spa experience 
in the southern state, the CGH Earth Group's 
Kalari Kovilakam, where a minimum stay of 
14 days is required in the superlatively 
restored Kollengod Palace, is quite 
exceptional. It has luxury bath fittings and, 
yes, air-conditioning, but no meat, leather 
footwear, or alcohol is allowed in this purist 
adherent of ‘unvarnished Ayurveda’, which 

also serves up holistic, tailor-made diets. 

Corporate honchos too 
busy to jet set can unwind 
at day spas in the metros. 
Some of the most famous 
ones are Quan Spa at the 
JW Marriott in Mumbai, 
Golden Palms Spa and 
Resort in the outskirts of 
Bangalore, Amatrra Spa at 
Hotel Ashok in New Delhi, 
Aura Spa at The Park in 
Chennai, and Sonar Spa at 
ITC Sonar in Kolkata. But 
remember, whether you 
head to a spa for a week, a 
weekend, or a just a couple 
of hours, it is an addictive 
indulgence. Once is just not 
enough. 

Sumati Nagrath 
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BODY AND SOUL: 

A milk and rose bath is 
part of an expensive but 
extremely relaxing 
ayurvedic treament, 
Shirodhara 
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INDOOR PLANTS 


For a green home 


Liven up 
your interiors 
with a variety 

of palms, 
succulents 
and bonsai 


P 
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A TOUCH OF BEAUTY: 
(From Top left) Maple 
bonsai, a flowery cactus 
and an orange bonsai 
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POTTED PLANTS INFUSE THE CONCRETE JUNGLES 
we inhabit with optimism and verve, adding 
colour not only to forgotten corners but the 
entire home. Tray gardens are rarer but no less 
charming. Grown in small, medium or large 
trays, quite perfect for greens, cacti and 
succulents (plants that are full of sap or juice, 
cacti included), they are evocative symbols of 
the thorns and treasures that make up the 
combi-pack called life. An even lesser known 
fact is that both cacti and succulents have 
flowering varieties, such as uuphorbia and 
cotyledon, which are available at nurseries. 

For starting your own tray garden, choose a 
ceramic tray over the more breakable 
terracotta. Clayey soil, which can retain larger 
quantities of water than other soil varieties, is 
ideal for plants growing in indoor trays. Green 
the base with a layer of moss to prevent the 
soil from eroding. After every two-three days, 
air your tray garden in sunlight for a few days. 
Do that either in the morning or late evening, 
so that the change to the outdoors is not 
sudden or extreme. 

The indoor garden is a creative space. It can 
come in bottles, too. Bottle gardens commonly 
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use terrariums, which are partially or fully 
enclosed clear containers. The slender- 
stemmed chamaedorea palm, or the ribbon 
dracaena, or ‘lucky bamboos’, are ideal plants 
for a bottle garden. If you like flowering 
varieties, try the small-leaved begonia rex, 
which comes in vivid pink, white, yellow and 
red, and benefits from indirect sunlight, or by 
sitting next to a bright indoor light. Cover its 
top for eight-ten days, and allow it to produce 
its own moisture from transpiration of leaves 
and evaporation of soil. Thereafter, open its lid 
to let the *bottled-up' gas out. 

Bonsai, the art of cultivating miniature trees 
indoors, gives you the option of bringing big 
outdoor fauna, such as pine, orange, the 
Japanese maple and bougainvillea, into your 
home. Their size is controlled by cutting their 
tap roots, and shaping and pruning branches 
and leaves. Bonsai is not a cruel practice. 
When you welcome gardening, that “purest of 
human pleasures", in Francis Bacon's words, 
into your home, remember that a carefully 
maintained bonsai tree will most likely outlive 
its full-size brethren. 

Malvika Chandan 
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Entertainment 


BIDDING ADIEU TO A GENIUS 





THERE ARE FEW FILM- 
makers who are 
courageous enough to 
experiment across 
genres. Fewer still 
manage to do so 
successfully. Sydney 
Pollack, who passed 
away on 26 May, was 
one of them. His 
oeuvre, which includ- 
es the brilliantly witty, 
yet touchingly 
‘feminist’, Tootsie 
(1982), the period- 
romance epic Out of 
Africa (1985), and 
the legal thriller, 
based on John Grisha- 
m's novel by the same 
name, The Firm, 
received both critical 
acclaim as well as 
commercial success. 
Starring Meryl 
Streep and his close 
friend Robert 
Redford, Out of Africa 
earned Pollack his 
only two Oscars — for 
best director and best 
picture. His other 
directorial successes 
include the harrowing 
They Shoot Horses 
Don't They? (1969), 
the poignant romantic 
drama The Way We 
Were (1973), and the 
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political thriller The 
Interpreter (2005). 
Pollack also produced 
The Talented Mr 
Ripley (1999), The — 
Quiet American 
(2002) and Cold 
Mountain (2003). He 


began his career as 


an actor in the early 
1960s and continued 
to appear on-screen 
occasionally. Most 
recently, he was seen 
as George Clooney's 
boss Marty Bach in 
last year's critical 
success Michael 
Clayton. 

Though he was 
liked and respected 
by almost everyone in 
Hollywood, Pollack, 
who had been 
suffering from cancer 


: and died at home in 


Pacific Palisades, Los 
Angeles, was never 
accorded the cult-like 
status enjoyed by 
some of his contemp- 
oraries, like Stanley 
Kubrick and Francis 
Ford Coppola. 

His gentle but 
determined 
humanism will be 
missed. 

Sumati Nagrath 
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ORGANIC FOOD 


Curing abilities 


FOOD IS MEDICINE, OR 
used to be. While 
instant noodles, 
frozen dinners and 
pizza takeaways 
continue to sell at a 
rapid clip, a slow food 
revolution is also 
underway. It is led 
not so much by elite 
consumers but by the 
middle class, who 
now seek health food 
as much for medici- 
nal intake as they do 
to prevent the ill- 
effects of modern 
living. Vandana 
Shiva’s Navadanya 
stores in Delhi, 
health outlets such as 
the Chennai-based 
Eco-Nut, and retail 
chains such as Delhi's 
Modern Bazaar, 
Ahmedabad's Parak 
Vitaran and the 
Fabindia emporia are 
among the stockists 
attracting a growing 
clientele for organic 
foods. These foods 
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cost between 20 per 
cent and 50 per cent 
more than ‘regular’ 
products. ^Earlier, 
only foreigners and 
rich Indians visited 
our store,’ says 
Sandhya Srikanth, 
owner of Eco-nut. 
“Now, we have young 
educated people 
buying products that 
have curative 
properties." 
Consumers are 
now seeking organic 
products having 
specific healing 
properties, such as 
green tea to aid 
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SURE CURE: Organic 
foods are preferred for 
their healing properties 


digestion, or black 
jamun juice to treat 
diabetes. Profession- 
als looking for 
solutions to sedenta- 
ry lifestyle disorders, 
such as hypertension 
and obesity, are the 
most common 
buyers. Always look 
for the ECF (elemen- 
ted chlorine free) or 
TCF (total chlorine 
free) stamping on 
packets. 

Vatsala Kamat 


Sta rry Night: Fireworks light up the skyline to celebrate the 125th year 
of the Brooklyn Bridge, one of the oldest suspension bridges in the world 
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LCD TV 


Pick and choose 


AS BOXY CATHODE RAY 
tube (CRT) television 


sets become eyesores, 


global TV consumers 
have propelled the 
wall-mountable LCD 
(liquid crystal 
display) lean screen 
technology, with 46 
per cent market 
share, past CRTs in 


2007. LCD's key rival, 


plasma, is out of the 
reckoning with less 
then 5 per cent share. 
But before you buy, 
some quick facts. Is 
your LCD ‘HD-ready’ 
or ‘full-HD’? HD or 
high definition, the 
next-gen digital TV 
broadcasting techn- 


ology, has a far higher 


resolution than 
conventional systems 
(NTSC, SECAM and 
PAL). While traditi- 
onal TVs have a 4:3 
aspect ratio (screen's 
width as compared to 
its height), HDTV's 


16:9 widescreen 


THE RIGHT CHOICE: 
It's better to go with 
'full-HD' LCD TV 


format aspect ratio is 
like a movie screen. 

Also check out the 
contrast ratio which 
ranges from 1,500:1 
to 500,000:1 — the 
higher it is, the 
better. Besides, the 
resolution, which is 
determined by the 
number of pixels, can 
range from just over 
1,000x750 pixels to 
2,000x1,000 pixels in 
an LCD. The higher 
the resolution, the 
sharper the picture. 

Finally, make sure 
your LCD TV has at 
least three HDMi 
connections: you may 
want to connect your 
HD DTH, an HD 
player and an HD 
terrestrial antenna, 
all at the same time, 
to your TV set. 

While taxes keep 
prices high in India 
(a 32-inch TV comes 
for about Rs 60,000), 
prices have fallen 
steeply in the last 
four years. So, go get 
one for yourself too! 

Rajeev Dubey 
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BON VIVANT 
Time mechanism 


TILL ABRAHAM LOUIS BREGUET INVENTED THE 
mechanism to make automatic corrections, 
simple calendar watches that show date, month 
and year had to be manually corrected five 
times annually, after each month with fewer 
than 31 days. Breguet’s genius led to today’s 
perpetual calendar watches, where the 
movement draws on a mechanical memory of 
1,461 days, or four years. 

The differential mechanisms in most 
perpetual calendar watches can comprise 
several hundred wheels, gears and levers. Being 
based on the Julian calendar, rather than the 
Gregorian calendar in use now, these models 
have to be corrected three times in 400 years: 
a quirk in the Gregorian calendar requires that 
three century years out of four will not be a leap 
year. So, while 29 February was deleted in the 
years 1700, 1800 and 1900, it was not 
deleted in 2000, but will be in 2100. 

A few rare secular calendar watches address 
this correction. Patek Philippe obtained a 
patent for the secular perpetual calendar 
mechanism in 1986. 

, featuring the secular calendar and moon 
phase mechanism, is priced at $80,000. 

For the collector, though, limited edition 
lines will have greater value. While you might 
aspire to stumble upon 

, a worthy collection benefits from 
following specific parameters, and all the time. 
Manashwi 
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BROWSING 
Naresh 


Pachisia 
Managing Director, 
SKP Securities Ltd 


| am currently reading 
Organised for Success by 
STEPHANIE WINSTON. 
The book has useful 
insights into the unique 
conceptual skills in 
organisation and time 
management that some 
highly successful CEOs 
employ. It tells you how 
successful CEOs actually 
focus their complete 
attention on each task at 
hand until it is done, and 
they employ powerful 
delegation strategies to 
enhance productivity. | 
tend to read management 
and self-help books — 
fiction is not for me. 


Motherhood And 
Apple Pie 


by rajiv kumar 


COMMON WEALTH ECONOMICS FOR A 
CROWDED PLANET BY JEFFREY D. SACHS, 
ALLEN LANE, PAGES: 369; PRICE: $27.95 


JEFFREY SACHS' LATEST OFFERING COVERS IN ITS 
grand sweep almost every aspect of the current 
economic and political global situation and its 
evolution since history began. The professor 
sets out to tell us all that there is to know about 
what is to be done to make this world a better 
place for you, me and the next generation. The 
book says all that has been pretty much well 
known for some time about what should be 
done to address the multiple problems facing 
the burgeoning humanity. But it falls short on at 
least two counts. First, that it does not even at- 
tempt to examine why past efforts at tackling is- 
sues such as poverty in Africa or lack of cross- 
religious or cross-cultural understanding have 
failed so far. Second, having not bothered to 
analyse what could have gone wrong in the past, 
the suggested recipes for making this world a 
happy place, remain confined to reiterating the 
‘whats’ and not telling us how to go about im- 
plementing the recommendations being made. 
For these reasons the recommendations for 
tackling chronic poverty, the impending ecolog- 
ical crisis and the weakness in US foreign policy 
appear as simplistic nostrums that assume 
overnight universal enlightenment. How one 
wishes that was true. 

Sachs advises us that African poverty can be 
banished if the aid community simply provided 
more aid for a number of years. He knows well 





by the year 2015. 


JEFFREY D. SACHS, is the director of The 
Earth Institute, Quetelet Professor of 
Sustainable Development, and Professor of 
Health Policy and Management at Columbia 
University. He is also special advisor to 
United Nations Secretary-General Ban Ki- 
moon. From 2002 to 2006, he was director 
of the UN Millennium Project and special 
advisor to United Nations Secretary-General 
Kofi Annan on the Millennium Development 
Goals, the internationally agreed goals to 
reduce extreme poverty, disease, and hunger 


that all the aid given in the past has been frit- 
tered away, but attributes that to the aid having 
been below a critical level. He believes that the 
growth momentum and the virtuous cycle of de- 
velopment can be triggered by sustaining a ‘min- 
imum level of aid for a given period of time. 
While opposing aid-pessimists is commendable, 
we know from experience that simply throwing 
good money after bad without undertaking the 
necessary governance and structural reforms 
just does not work. Otherwise backward states 
in India would not be backward, and we would 
not have 163 districts under Maoist influence 
and Nepal wouldn't be under their rule. Sachs 
does not even mention, let alone emphasise, the 
importance of creating the required absorptive 
capacity in recipient countries, overlooking the 
fact that the most successful case of post-conflict 
reconstruction, that is Italy under the Marshall 
Plan, happened because the US government, the 
principal donor, insisted on every department 
being managed by a US staff who went about 
creating the institutional framework and skills 
for effective utilisation of aid. 

Discussing the water situation, Sachs for 
some reason mentions the Ganges as one of the 
three rivers that dries up before reaching the 
sea. This is thankfully not yet a reality. He also 
berates the unregulated use of ground water for 
irrigation in India. But in a paper presented at 
ICRIERS silver jubilee conference in August 
2006, water management expert Tushar Shah 
tells us that these pumps may well have been 
the saving grace of the green revolution as they 
allowed irrigation to be 
equitably distributed 
across the length and 
breadth of India. Shah 
also points out that 
recharging the largest 
natural reservoir, the 
underground aquifers, 
is very viable and eco- 
nomical, and technolog- 
ically rather simple. 

Another example will 
help. Agricultural econ- 
omist Sardar Singh 


9 JUNE 2008 60 BUSINESSWORLD 


Johl, in his recent paper, refers to a technologi- 
cal breakthrough that eliminates the need for 
growing rice in standing water. If successfully 
adopted by farmers it will sharply reduce the 
volume of groundwater extraction, make re- 
dundant the huge rural electricity subsidies and 
more importantly, significantly bring down 
methane emissions from submerged rice fields. 

While Shah and Johl offer hope based on 
workable solutions, Sachs' book is akin to a ser- 
mon from the pulpit without much relationship 
with reality. And like a sermon, it is replete with 
homilies and rhetoric. These include the three 
fundamental changes required in business 
practices; the six important activities for man- 
aging the carbon budget — that exhorts us to 
stop deforestation and economise on electricity 
consumption (with per capita energy consump- 
tion in India being 600 units as compared to 
nearly 20,000 in the US!) And the eight point 
charter which exhorts each of us *...to fulfill the 
hopes of a generation in building a world of 
peace and sustainable development". The sug- 
gested measures include advice on travel, get 
acquainted with underlying science of sustain- 
able development and getting politically en- 
gaged. Do we, who live in emerging economies, 
have a choice but to remain engaged? 

The fatal flaw in the book is the absence of 
any review, analysis and evaluation of the tran- 
sition experience in Russia where Sachs and his 
team had a carte blanche. He has worked for 
four years in Central Asia (former Soviet re- 
publics) and seen first hand, the deprivations 
experienced by their populations as a result of 
these simple transition remedies that were 
pushed to make the leap to free market 
economies. With the Russian economy having 
been reduced to a third world status, I am 
scared at the thought of these simple remedies 
being applied on a global scale. The credibility 
of the book and its recommendations would 
have been greatly enhanced if these were seen 
as lessons emerging out of some real experi- 
ence. The only lesson that seems to have been 
learnt is captured in the homily on not leaving 
development to free market forces and the nec- 
essary role of public investment. Coming from 
Sachs, who lectured us in the early 1990s in 
Delhi on how the government should be min- 
imised, this is quite a turnaround. Struggling 
daily with complex realities of our developing 
economies, we have learnt to be a bit more cir- 
cumspect in what we prescribe or preach. I 
wonder if Sachs himself would benefit from a 
degree of self-doubt occasionally. 


Rajiv Kumar is director, ICRIER, and member, 
National Security Advisory Board. 
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IF YOU DON’T KNOW ME 
BY NOW 

A MEMOIR OF LOVE, SECRETS 
AND LIES IN WOLVERHAMPTON 
BY SATHNAM SANGHERA, 
VIKING/PENGUIN, 

PAGES: 321 PRICE: £16.99 


ON THE FACE OF IT, THIS BOOK LOOKS LIKE AN AC- 
count of a typical Sikh farmer’s family that emi- 
grated to the UK through family ties in the 
1960s. It, however, goes much beyond that. Set 
in the industrial and featureless British town of 
Wolverhampton, journalist Sathnam Sanghera’s 
work is a warm and gentle narrative about a 
family caught in the web of circumstances. In his 
quest for corroborating records for a book about 
his family, he concludes poignantly that an illit- 
erate, unemployed, mentally unsound Asian 
man, his father, is not worth producing back- 
ground information on. Instead, he dedicates 
the book to his mother. Though the topic of 
mental illness is potentially an explosive one, the 
tone ofthe narrative is gentle. An uplifting read. 

—Anjali Pancholi Roy 


SELECTION 2 
Dissecting 
Partition 


VAZIRA FAZILA-YACOOBALI ZA- 
mindar, who teaches history 
at Brown University, couldn't 
have picked a more difficult 
topic to research than the 
Muslim question during the 
violent days of Partition in 1947. THE LONG PAR- 
TITION AND THE MAKING OF MODERN SOUTH ASIA 
(Viking-Penguin) is written in journalistic 
prose and the author uses the plight of refugees 
to build an emotional tale around the borders 
created when Pakistan was carved out of India. 
The author does do justice when she highlights 
the plight of many Muslims who migrated to 
Pakistan and ended up homeless. She is also 
spot-on when she argues that when many re- 
turned to India they were treated with disdain. 
She is critical about the Indian government 
through the eyes of the Pakistani press but fails 
to show us the role ofthe Indian press in setting 
the agenda to accept or disown refugees. 

—Vishal Krishna 
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ALERT 


THE 
BILLIONAIRE'S 
VINEGAR: THE 
MYSTERY OF THE 
WORLD'S MOST 
EXPENSIVE 
BOTTLE OF WINE 
BY BENJAMIN 
WALLACE 

CROWN 

Benjamin Wallace has 
penned an enthralling 
historical, non-fiction 
thriller about the most 
expensive bottle of wine 
ever sold — a 1787 
bottle of Chateau Lafite 
Bordeaux for $156,000. 
The bottle, which was 
auctioned in 1985, was 
discovered by a man 
called Hardy Rodenstock, 
who refused to reveal the 
exact location of where 
the bottle had been 
found. Wallace unfolds 
the elaborate and 
intriguing con that was 
played out over two 
decades even as he takes 
us through processes of 
wine production, history 
of wine and the 
associated etiquette. 


JAGAN NEGI 





Jem. ut" 
ar 


HE HAS BEEN AN OXFORD BLUE, A NATIONAL ATHLETE, A SCHOOL GYM 
teacher, a politician and a controversial figure. But all of us know him 
for his inspirational writing style, which is why he is one of the best- 
selling authors ofthe 20th century. But is Jeffrey Archer, 68, ready to 
accept new India — where the glamour of Bollywood influences cul- 
ture and aspiration? Even as his new book A Prisoner of Birth hits the 
No. 1 slot in the country, Archer is amazed at how powerful cricket 
and cinema haye become in India. In a candid interview over tea, he 
spoke to BWis . The author was on a four-city tour of 
India orgagfscd by the bookstore chain, Landmark. Excerpts: 
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) a You have been to India before, but this 
wis your first official trip. What changes 
you notice in India? 

_, The change has been phenomenal. In 

ram less than two decades, I have seen how 
ndia has moved from the old India, images of 
hich still linger, to an India that seems very 
'uropean now. It is as if the face of the 
country is changing. Everything looks very fast 
paced. There are many more Indian women 
_. who dress like western women. This shows a 


<- break from traditional norms. While a certain 

aspect of change is welcome, there is always a 
. . ease for conflict between the old and the new. 
-This is unstoppable with the rapid 


|. development that India is riding upon. 


" a 15 the globalisation phenomenon limited 
1 1 a to urban areas in the developing world? 

* ona cite thing? 

a a itis a good question. But it is difficult to 

~ state the pros and cons of globalisation. 

| eiii it is all about information flow. Once 
-information reaches an individual through any 
. medium, he will certainly be able to judge 


- what is best for him. Sure, within an 


x integrated. world certain issues related to 

_ saving indigenous culture would be 

_ questioned, but as long as there is free flow of 
. information to the individual, globalisation 
CB should be pus ged. 





alam an ambitious person by nature, and 

S = most of my writings reflect themes of 
a E and failure. My books As the Crow 
«Flies and First Among Equals depict these 
' themes clearly. People like this form of 
presentation. They like to look up to someone 
who sets an example, and I guess as.a writer I 
have done very well at driving home this 

. message. The characters in my books are 
people that I have observed in politics and in 
: Society. Obviously I. cannot name them — 
some of them are friends. Maybe that is the 

- reason why Indians who pick up my books like 
- -to be the best at what they do. The world over, 
.. my books have hit No.1 slots; this must tell you 
is that Eee read my books to be inspired. 









W las this one of the reasons why you 

„f n entered politics? How do you see British 
< poli tics shaping up in the future? 

` -ÅÅ a l entered politics only because I thought 
Áka I could make a difference and I was 

- voted in as MP when I was touching 30, so 
entering politics was a conscious decision that 





I made. British politics needs good leadership. 
Currently, the Labour party is in all sorts of 
trouble. If Gordon Brown had gone to the 
people for a mandate six weeks after he was 
elected Prime Minister, he would have won 
and would have remained Prime Minister. But 
now that he has waited for the by-elections to 
take place, the Labour party seems to be 
heading for defeat. Traditionally, the 
government of the day always loses its 
confidence and the other party gets voted in. 
The other issue in British politics is facing 
up to Scotland's need to break away from the 
UK. Scotland has seen Ireland become 
prosperous with EU association and, 
therefore, they have been pressing to break 
away. This will be debated at the British 
Parliament, and only time will tell whether 
Scotland wants to remain part of the UK. 


, With digital technology offering new 

s options, are hooks dying as a form of 
entertainment? 
A: If you look at the sales of my books over 

æ a period of time, they have been 
identical. In fact, sales are very high and I 
believe that they are being read widely. The 
other day I was in a book store signing copies, 
and the average age of my readers present at 
the store was 25. 

But you are right, with iPods and DVDs 
floating around, the younger generation 
would probably be reading very little. There 
is no case to worry as long as they read in 
any format. 


a You have been a sportsman in the past 
s and have been a cricket fan. How do you 
like cricket being redefined by IPL and T20? 
a (Laughs) IPL! Its rubbish! I am a fan 
m of cricket. But I loved it when players 
such as David Gower and Mohammed 
Azharuddin walked in to bat. I like players 
who are touch players; technique and patience 
is what I enjoy watching. 

But I enjoy sports. I was an athlete and ran 
for Britain. That's the thing, I never did pay 
attention to studies, I played a lot of sport and 
I consider myself lucky to be where I am. 


a When you look back at all the things 
Q: a you have done, what message would you 


 liketo give to all your readers? 


a Marcel Proust once said, “We always | 
a end up doing the thing we are second 
best at." This is something that would leave 
you thinking for a while, wouldn't it? 
That's what the writer does. It's his job to 
keep you thinking. 
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Jettrey Archer wa was - E 
1940 


Graduated from 
Brasenose College, 
Oxford 


Was a sprinter for 


Britain inthe 1960s 


Began career as 
charity fund raiser 


Became MP in 1969 
for the 
Conservative party 


Wrote first book to 
repay debts 


Appointed Baron of 
Weston-super-Mare 
in 1992 

Was jailed for 
perjury for two 
years in 2001 


Has written 29 
books (including 
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If you think your designs deserve to be showcased on a bigger platform, participate in India's biggest design awards. Se 


Last date for accepting entries is June 15, 2008. 


Categories for Future Group Businessworld Design Brilliance Awards 2008: 
* Urban town planning * Fashion and lifestyle * Social design including products and services * Stage/film set design, produ 
* Graphic design * Product design * Furniture design * Transportation and automobile design * Packaging design * Animati 


* New media installation * Green and sustainable design 


Special categories: 
* Best student concept * Designer of the year * Lifetime achievement award 


1 building becomes a landmark. 
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Department of 
Telecommuni- 
cations has 
worked out a 
perfect model 
of how to tie up 
an industry 
hand and foot 


without any 


controls 


PRIVATE TELECOM OPERATORS FIND THAT THEY CAN 
often benefit by cooperating. But that does not 
suit Department of Telecommunications (DoT). 
So it has just issued guidelines on the sharing of 
infrastructure. Translated into English, they say 
that telecom operators will be permitted to share 
infrastructure if they mutually agree (does DoT 
think they would share it without a 
mutual agreement?) - which means 
they were not allowed to share infra- 
structure till now even if they wanted 
to. Why not? Because that would 
have reduced their costs and brought 
down charges. Now, they may share 
antennae, feeder cables, Node B, 
Radio Access Network and transmis- 
sion systems, but nothing else. 
Why not? Because every time they 
want to share something else - for in- 
stance, switches - DoT wants them to 
come to it, cap in hand, and ask for 
permission. 

Infrastructure providers of Cate- 
gory I can seek clearance for siting of 
towers without agreement with li- 
censed service providers. Who are 
these? Licensed service providers are 
firms whom DoT gives a licence to actually carry 
and deliver our telephone calls and e-mails. But 
it limits their licences to particular states. What 
if a call has to be carried across a state border? 
Then they have to get a licence for that state as 
well. And if DoT has not given them a licence for 
that state? For such unfortunates, it has created 
infrastructure providers. Category I are small 
firms; Category II are three government corpo- 
rations - Railtel, Power Grid and Gas Authority 
of India. Now, DoT is saying that if an undistin- 
guished, non-government infrastructure 
provider wants permission to set up transmis- 
sion towers, DoT will no longer require it to 
come together with some telecom operator who 
wants him to carry his messages. In other words, 
DoT will let him build towers on spec, in expec- 
tation of picking up business. But why did it not 
let him do so till now? That is DoT for you. 

But if that infrastructure provider wants to 
set up a transmission tower, it must get permis- 
sion from the Statutory Advisory Committee on 
Radio Frequency Allocation - SACFA in official 
jargon. This is a committee of the Wireless 
Planning and Coordination Wing of the Min- 
istry of Communications - the same ministry of 


TRIBHUWAN SHARMA 


which DoT is a department. So if you want a 
telecom licence, you enter the ministry through 
one door; if you want permission to erect a 
tower, you go to another door. 

SACFA is an advisory committee because a 
number of government departments - espe- 
cially the armed forces and the ministry of com- 
munications, which oversees radio, television 
and telephones - have been quarrelling over the 
power to allocate radio frequency. None was 
ready to cede the power to the other, so they cre- 
ated this coordinating committee which “ad- 
vises” them on how to share frequency. In other 
words, they have informally agreed to fight it ` 
out in the meetings of SACFA. 

With all that fighting to do, SACFA is a busy 
body; if someone asks to be allowed to set up a 
transmission tower, SACFA takes months to de- 
cide. In the last 12 years, some 200,000 towers 
have been installed. The country could do with 
almost as many more for full coverage; SACFA 
would take decades to approve them. The 
biggest hurdles were the air force and the avia- 
tion ministry, which did not want telephone 
traffic to disrupt air traffic control. Now DoT 
has told applicants that as long as a tower is less 
than 40 meters high and more than 7 kilome- 
ters from an Airport Reference Point, an infra- 
structuré provider can go ahead and erect it 
without prior permission. He has only to “regis- 
ter" himself on the Wireless Planning and Coor- 
dination Wing's website. A search ofthe website 
yielded no registration procedure. Registration 
costs Rs 1,000; details are given in OM No. 
K-16011/6/2002-CFA dated 28.5.2003, which 
is buried in a lost file. The applicant should be 
careful because every Indian airport has at least 
two reference points. Calcutta airport, for in- 
stance, is 22?39'11.03" north and 88?26'57.25" 
east according to Everest estimates, and 
22?3914.24691" north and 88?2618029 ac- 
cording to World Geodesic System 1984. If an 
applicant cannot find the office memorandum 
or is in doubt about airports' coordinates, he 
had better go and ask for SACFA’s permission. 

There is much more rigmarole in DoT's 
guidelines. But it is to be hoped that just read- 
ing the above will dissuade Chinese, Chileans 
and other undesirables from trying to enter the 
telecom infrastructure industry. There is no li- 
censing any more, but the industry is only re- 
served for those who can get past DoT. If the 
above tires you out, you will never get past it. 
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KSK Energy Ventures Limited 





A Power Projects Development Company in India ... 


* Current generation capacity of 144 MW with an additional MW of 
capacity under construction, development and planning. 


* Industrial consumers are clients of our power plants. 





* Operating in the area of Thermal-power. Hydro-power projects in 








planning stage. 
* Commissioned power plants in the states of Chhattisgarh, Tamil Nadu | 
and Andhra Pradesh. 
i * Equity participation by an affiliate of Lehman Brothers 
\ in the company. 


CONCEPT 





S 'KSk 
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Editor's Letter 





Fuelling 
Thought 


by jehangir s. pocha, editor 


IT'S NOT THAT OIL HAS BECOME EX- 
pensive; our assumption it would 
stay cheap forever was flawed. At 
$135 a barrel, oil still costs less than 
Evian, and just about 15 per cent 
more than its peak in 1979 — in real 
terms. But economic realities are of- 
ten distorted by vested interests 
who, in this case, created the myth 
that cheap oil is a national right. But 
commodity prices are capricious, 
and the only people with any ‘right’ 
to oil wells are the nations sitting on 
them; waging war to capture oil 
wells only raises prices, as we can 
see in Iraq. That, and rising global 
demand, could take oil to $200 a 
barrel, virtually bankrupting India. 

But, hopefully, this third global oil 
shock will also act as shock therapy for 
our obtuse policymakers. The future 
belongs to new sources of clean en- 
ergy, yet our mandarins subsidise oil 
instead of subsidising its nascent al- 
ternatives. This perpetuates the 
problem and postpones the solution. 

Pruning oil subsidies is hardly a 
solution. Since imported natural gas 
costs five times as much as coal, we 
shouldn't import the former but the 
latter, and then liquify it. Newly dis- 
covered domestic natural gas sup- 
plies should also be used more cre- 
atively. For example, reforms in city 
gas distribution could ensure cheap 
cooking gas is piped into homes, al- 
lowing cuts in kerosene subsidies. 





Building CNG pumps along high- 
ways would also get transporters to 
convert from diesel, allowing cuts in 
its subsidy. And petrol subsidies 
should be abolished as they cushion 
private car owners. 

The pain of these adjustments 
will also spur the state and business 
to develop alternative solutions, 
such as mass transport, solar lamps 
and electric cars. It is these initia- 
tives that should be subsidised, for 
economic and ecological reasons. 

India Inc. is ready to be a world 
leader in these new industries.In- 
digenous hybrid cars are being 
built, renewable energy companies 
are mushrooming, and invest- 
ments in public transport are 
growing. Taking this road will be 
tough, but following the path of 
least resistance only gets one lost. 
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WE SUSTAIN NATURE. 
ATURE 


To nurture nature is rooted in our DNA. Even before it was an 
industry norm, environment stewardship was a part of our core 
ethos. We have consistently embraced environment friendly 
technologies and were the first unit certified in the mining sector in 
India for upgrades to ISO 14001:2004 status. 





Every year we aim to further reduce our environmental footprint. 
We have planted over 17 lakh trees and transformed 240 hectares 
of mining terrain into lush green covers. Moreover by diversifying 
into wind power, we have further strengthened our symbiotic 
relationship with nature. 


AtMSPL when anything adds value to nature; we add it to our ethos. 








Baldota Enclave, Abheraj Baldota Road, Hospet-583203, P 
Karnataka, India. www.mspllimited.com 





ah EH your comments 


Devil’s Dividends 


The sin economy in India is indeed growing by the day 
(‘The Great Indian Sin Factory BW, 16 June 2008). And 
this spurt in demand for tobacco, alcohol, gambling and 
porn is mainly due to the growing influence of western 
culture. New technologies such as the internet has also 
promoted these trends. For instance, porn is readily and 
easily available with the click of a mouse. Worse, there 
seems to be no way to check this growth. Even the 
government has failed to take any action against the 
promoters of such sites. While on one hand, the 
government declares that alcohol is injurious to health, on 
the other, it freely grants permission for night bars. In 
fact, there have been reports of increasing number of 


1 chiet KV. Kamath women consuming alcohol. 


Ney " 
TES Inala Ini 


Dm M hat 


Mahesh Kumar Dardwal, via e-mail 





WRITE IN AT State of Neglect products like wool, hair, hide, meat, etc. tend 
bweditor@abp.in The article ‘For A Sip Of Nectar (BW, 19 May to spread infections. Vegetarianism is more 
or post uson 2008) was typical of your magazine. It picked ethical, besides being healthier. 


www.businessworld.in ^ on a not-so-obvious topic and gave a well Saurabh Rana, via e-mail 


researched account. It was interesting to know 


about the dynamics of the coconut water trade. 
The otherwise comprehensive article, which 
mentioned Karnataka, Gujarat and Tamil 
Nadu, however, totally neglected Andhra 
Pradesh. I live in the state and know for a fact 
that it has a substantial output of coconuts — 
both tender and hard. So, it was surprising 
and disappointing not to find any mention of 
the state in the report. Is your magazine 
prejudiced against Andhra Pradesh? 

Surya Ch V, via e-mail 


School of Thought 

As pointed out by Ashok V. Desai in his 
column ‘Annual Homily’ (BW, 19 May), setting 
up agricultural schools where workers can 
learn the basics of farm technology is the need 
of the hour. Agriculture should not only be 
included in the school syllabus, there should 
be one paper on agriculture at the secondary 
level as well. At the higher secondary level, it 
should be introduced as an independent 
stream just like Arts, Science and Commerce. 
Plus, universities should introduce diploma 


Healthy And Green 
u^ cate Your article ‘Human touch’ (BW 
22. Sa. | June 2, 2008), which highlighted 


courses on agriculture and other allied 
subjects such as horticulture and pesiculture. 
It is time agriculture got its due. 


Tech Talk  — f 
reg Oe AAA 


Human Touch = 


D 


my md 
wows the FF 


I how humans are responsible for 
- the sharp rise in global 
“== | temperatures, was truly an eye- 
opener. Interestingly, man can 
reduce his carbon footprint by 
changing his diet. The University 
of Chicago has just published a 
scientific study showing that a 
vegetarian diet is the most effective 
way to counter global warming. So 
| much so that the British 
re | government has decided to 

| promote vegetarianism. The study 
even points out that animal 





Amiya Kanti Das, via e-mail 


Corrigendum 

In ‘A Sagacious Film Maker’ (BW, 26 May 
2008), it was incorrectly reported that B.R. 
Chopra will soon be awarded Dadasaheb 
Phalke award. The veteran filmmaker had 
received the Dadasaheb Phalke award in 1998, 
and was conferred the Phalke Ratna in April 
2008. Also, Chopra produced Basu 
Chatterjee's Chhoti Si Baat and not Chitchor. 
The errors are regretted. 





Letters may have been edited for brevity. 
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CREATES MILLIONS OF THEM. 


IBM helped Bharti Airtel — Indias fastest-growing telecom company — discover ways 
to launch new products in days instead of weeks. Start growing your business at 
ibm. conmaspgiim/outsourcing S TOP TALKING START DOING 
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ASARCO 


Sterlites Must Buy 


Despite 
hindrances, 
Asarco is too 
crucial for 
Sterlite 

to let go 


A PRIZE BUY: 
Sterlite will be 
protected from 
Asarco's liabilities 





EVEN THOUGH ANIL 
Agarwal-owned Ster- 
lite Industries' $2.6- 
billion winning bid to 
acquire $1.7 billion 
Asarco is being 
opposed by the latt- 
er's largest sharehol- 
der Grupo Mexico, 
this is a deal that Ag- 
arwal just can’t let go. 
Grupo Mexico doe- 
sn't have control over 
the 108-year-old Asa- 
rco’s board ever since 


it filed for bankruptcy 


in 2005, when it was 
sued for $1 billion 
over environmental 
cleanup and asbestos 


grecum sm - Aja GR 





claims. Sterlite gets 
control of a running 
company at the peak 
of the global commo- 
dity cycle. 

Asarco is crucial to 
Agarwal's target of 
raising his copper 
smelting capacity to 1 
million tonnes. Asa- 
rco takes him to 0.64 
mtpa. Since Sterlite is 
only buying Asarco’s 
assets and working 
capital ($500 mill- 
ion), it is protected 
from the liabilities 
of the Tucson-based 
company. 

Asarco is the third 


TEOEGCLICST ee 


, 


largest copper maker ` 


and miner in the US. 
Sterlite is banking on 
improving Asarco's 
production; its smelt- 
ers are currently run- 
ning at only 60 per 
cent capacity. Says 
Rakesh Arora, an 
analyst with Macq- 
uarie Research, “It’s 
too good to be true. 
The biggest question 
is whether the deal 
can be closed or not.” 
As for Grupo Me- 
xico, Vedanta Resour- 
ces Deputy Chairman 
Navin Agarwal says, 
"This is between the 


courts and Grupo 
Mexico. Our under- 
standing is that this 
was a transparent 
process run by the 
banks with courts in- 
volved, 140 lawyers in 
the picture, and we 
would like to believe 
that this has achieved 
closure.” If it doesn't 
work out, Sterlite will 
have to be satisfied 
with a break-up fee of 
2 per cent of the 
transaction value. 

But that might be 
the last thing on 
Agarwal's mind. 

Rajeev Dubey 
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H billion dollars. The projected collective loss of the airline industry in 2008, according to IATA. 
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BANKING 


Hard Lessons 


Today's sub- 
prime crisis 
can be comp- 
ared with the 
crash of 
1929 


SCARY HISTORY: In 
1929, 364 banks failed 
in the US with 
aggregate deposits of 
$115 million — several 
billion in today's terms 





US BANK BALANCE 
sheets are still taking 
huge hits from the 
subprime crisis, and 
the resultant US rece- 
ssion may not be that 
short in duration. 
First it was the bigg- 
ies: Citi, Merrill, Bear 
Stearns, etc., had to 
charge off several bill- 
ion dollars and seek 
additional capital. 
Last week, the fourth 
largest US bank Wa- 
chovia sacked CEO 
Kennedy Thompson 
and announced more 
write-offs. 

Now regional 
banks — KeyCorp, 
Fifth Third Bancorp, 
and Regions Finan- 
cial — have announ- 
ced larger write-offs. 
Fifth Third Bancorp, 
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H .. Personal spending sl | d inA uad dois p 
apis espe rp Tai he values and — 
es . job market ippage - on Wo 
1.00|--------------------aM renner 
2007 2008 
0.75 manas S, UD ONES (I OD OI OD EP OA ie ——— — 9 om mcn ct ctc 


htt 


Figures in per cent 


— — < I n t 





JF MA 
Bloomberg 


BLOOMBERG 


“Beggar Thy Neighbour food 
cannot work. They force prices even higher.’ 


Wachovia and a third 
unnamed bank lost 
$1.6 billion by mak- 
ing investments in 
Citicorps Falcon he- 
dge fund, which lost 
75 per cent of its value 
this year. Washington 
Mutual, the biggest 
savings and loan 
bank, announced $3 
billion in losses, and 
Chairman Kerry Killi- 
nger is his way out. 
The similarity to 
1929 is scary. Then, 
when one bank failed, 





2 MEDIA 


DANGEROUS TI 


the assets of others 
were frozen; deposi- 
tors elsewhere were 
prompted to go ask 
for their money. 
Remember the li- 
nes outside UK's 
Northern Rock? One 
failure led to other 
failures, and they all 
fell like dominoes. So 
far this year, four 
failed banks have 
been closed. In 1929, 
364 banks failed 
across the US with 
aggregate deposits of 
$115 million — seve- 
ral billion in today's 
terms. As John Ken- 
neth Galbraith said in 
The Great Crash 
1929, the weak not 
only destroyed the 
other weak, but weak- 
ened the strong. Re- 
member, the Great 
Depression has been 
called a ‘balance 
sheet' recession. 


Srikanth Srinivas 


BLOOMBERG 





policies 





Obama makes it 
Barack Obama has 
finally become the 
presumptive nomi- 
nee of the Demo- 
cratic Party in this 
year’s US Presi- 
dential election. 
This is the first 
time that an Afri- 
can American is 
leading a major 
political party for 
the White House. 
Hillary Clinton has 
reportedly said 
she's willing to be 
his running mate. 


" # 
O 


It’s BEEN A BLOODY HALF-YEAR FOR A central Asia and Europe," WAN 
. press freedom. According to the - saidi in its latest report. — 
.. World Association of Newspapers Closer home, this concern 
(WAN), 28 journalists had been found an echo in the filing of 
. killed around the world since a sedition case by the Ahme- 
$ November last year. . dabad Police Commissioner 
The violence perpetrated on O.P. Mathur against the editor 
*. newspersons reflects the level of and photographer of The Times 
: silence in civil society. "Press of India. The unusually 
— freedom is. under serious threat J aggressive action by the police 
from gangs and corrupt officials commissioner is in reaction to 
| dn Latin America, autocratic © the newspaper running a series 
" regimes i in the Middle-East, con- ^ of stories on the competence of 
flicts i in Africa, hostile govern- the police in ensuring the 
x ments in Asia, and from death security of the city's. populace. 
x threats and prosecutions in Gurbir Singh 
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OnPoint 


FACING THE 
MUSIC 


Belgian police uses 
pepper-spray 

at angry fishermen 
from France and 
Italy after they 
started rioting close 
to the European 
Commission 
headquarters in 
Brussels on 

4 June 2008. 
About 200 
fishermen clashed 
with police 
demanding the 

EU do more to 
bring down high 
fuel prices. 


AUTOMOBILES 


Second Choice 


IN THE CLASSIC BATTLE 
between the vehicle 
maker and the consu- 
mer, it is the manu- 
facturer who has 
always had his way. 
But this could change 
with the possibility of 
‘re-manufactured 
cars. Consumers will 
now have the choice 
of a reconditioned 


BETTER OPTION: 
India’s scond-hand 
foreign cars market is 
booming 
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imported vehicle for 
the price of a new 
Indian one. 

The biggest protest 
against such imports 
has so far come from 
the auto makers. The 
Society of Indian Au- 
tomobile Manufactu- 
rers says such imports 
will kill the Indian 
car industry. 

Ageing vehicles 
tend to pollute more 
than new ones. 
However, according 
to an analysis by the 
Centre for Science 
and Environment, 
New Delhi, new cars 
release more green- 
house gases than 
older models. 

This information 
will only weaken the 





RECOGNITION 


SUBHABRATA DAS 





Reliance goes green 


RELIANCE INDUSTRIES (RIL) HAZIRA MANU- 
facturing division has won the Golden Pe- 
acock Award for Combating Climate Cha- 
nge 2008. The award was given at an 
event held at Palampur in Himachal Pra- 
desh on 30 May 2008 by Chief Minister 
Prem Kumar Dhumal and former Prime 


= case of Indian car Minister of Sweden Ola Ulsten. The 
2 makers, even though annual Golden Peacock Awards are given 
z itis counter-intuitive. by the World Environment Foundation. 
. Feroz Ahmed 
Reali 
ea ity China’s foreign exchange reserves — $1.76 trillion at the end of April — are larger than 
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those of Japan, Taiwan, South Korea and Hong Kong combined. 





ENVIRONMENT 


GREEN EFFORTS 


IT'S A MOVE THAT HOPE- 
fully, others will seek 
to emulate. Hima- 
chal Pradesh Chief 
Minister Prem Kumar 
Dhumal announced 
‘last week that he 
wants to make the 
state India’s first 
carbon neutral state. 
Dhumal's decision 
pre-empts the first 
report of the Prime 
Minister’s Council on 
Climate Change, due 
next month. Hima- 
chal’s hydro-electric 
potential — 20,000 
MW, according to the 
state electricity 
board — will be a big 
asset in this effort 


Rising 
domestic 
demand 
could outstrip 


supply, 
eventually 


because regular fos- 
sil fuel-based power 
contributes up to 40 
per cent of all green- 
house gas emissions. 
The state has also 
clamped down on ill- 
egal logging. Felling 
trees reduces the 
carbon dioxide absor- 


THIS WEEK, INDIA 


became a net 
importer of steel; 
once, we were net 
exporters. Now, India 
exports just 5 million 
tonnes in the 1,400- 
million tonne global 
steel market. 
Analysts say dem- 
and outstrips supply 
by a wide margin. Al- 
most 80 per cent of 
the steel that we im- 


-n 





ption capacity of for- 
ests, contributing up 
to 20 per cent more 
GHG emissions, glo- 
bally. The governm- 
ent will also distrib- 
ute energy-efficient 
compact fluorescent 
lamps to households. 
Pierre Mario Fitter 


STEEL 


New Realities 


port is used in cons- 
truction, auto and 
ship building activity 
— all necessary to 
maintaining the pace 
of economic activity 
in the country. 
Capacity utilisation 
is at 95 per cent, and 
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Note: Figures are occupancy rates in $ /sq. ft per annum 
Source: CB Richard Ellis 
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the next four years. 
Steel manufactu- 
rers have been dema- 
nding that mindless 
export of iron ore 


new additions will 
come slowly. Accor- 
ding to Tata Steel's 
Managing Director 
B. Muthuraman, 
India’s steel imports 
would continue to 
rise to more than 25 
million tonnes over 


et ota 
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from India, which 
has the sixth largest 
iron ore resources, 
should be banned or 
curtailed. 

Let’s hope there’s 
no further upswing in 
the commodity cycle. 

Vishal Krishna 





Fianchetto The week's strategic moves and the movers who made them 








Shell finds light 
in Australia 


Dutch energy giant 
Shell has signed a 
$700-million deal to 
acquire a strategic 
stake in Australia's 
Arrow Energy to 
jointly produce natu- 
ral gas from coal de- 
posits. Shell's CEO 
Jeroen van der Veer 
termed the invest- 
ment as a "substan- 
tial enough stake for 
now’. Shell will 
acquire a 30 per cent 
stake in Arrow's coal 
seam gas holdings in 


———————— ———áÁ———ÓÓ——r———— ——————X 
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May-June The Astan MEA market sew 2,890 dial worth 


DEALTRACKER 


Queensland and a 

10 per cent stake in 
Arrow International, 
a wholly owned sub- 
sidiary of Arrow 
Energy, which holds 
Arrow's international 
interests in coal seam 
gas opportunities. 


Nerves of steel 
Hyderabad-based 
steel manufacturing 
firm Sujana Metal 
Products (SMPL) has 
acquired three steel 
units — Visakhapat- 
nam-based Sarita 
Steels, Hyderabad's 
Glade Steels and Sree 
Ganga Steels of Che- 
nnai. These acquis- 
itions are in line with 
SMPLs strategy to 
enhance the capacity 
to 1 million tonne per 
annum by 2010 thro- 
ugh acquisitions. The 
buy gives SMPL a 
capacity of 728,000 
tonnes per annum, 


DINESH KRISHNAN 


with the three acqui- 
red units bringing 

in an additional 
capacity of 300,000 
tonnes. 


Dahur's non-life 
insurance foray 
New Delhi-based 
Dabur Group has 
ventured into the 
non-life insurance 
business. The groups 
insurance subsidiary 
Dabur GI Invest 
Corp. has tied up 
with US's Liberty 
Mutual group. 
According to the 
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Asarco 
Aditya Birla Telecom 


Vanco 

Thai Baroda Industries 
Shyam Telelink 
Learning.com 


Freeplay Energy-Freeplay Div. 


Geojit Technologies 


Sayaji Iron & Engineering Co. 


ITNation India 


Figures for 18-31 May 2008. 
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Top Indian deals 
E] \CQUIREI 


NATION ($M) . 
US Sterlite Industries India India — 280000 — 
India Providence Equity US 640.00 
Partners Inc. | i 
UK Reliance Globalcom US 116.09. 
Thailand SRF India 46.79 
India AFK Sistema JSFC Russia 45.00 
US Educomp Solutions India 24.50 
UK Devinder Raj Narang* India 19.50 
India BNP Paribas France 14.04 
india McNally Bharat India 4.06 
Engineering 
‘India UTV New Media India 3.51 








ACQUIRER DEAL SIZE 


agreement, Dabur 
GI Invest Corp. will 
hold a 74 per cent 
stake in the non-life 
insurance company, 
while Liberty Mutual 
will hold a 26 per 
cent share. 

“The Dabur Group 
has a deep understa- 
nding of the Indian 
market; this, combi- 
ned with Liberty Mu- 
tual’s vast expertise in 
the insurance domain 
will help us become 
one of India's leading 
non-life insurers in 
days to come,’ said 
V.C. Burman, chair- 
man of Dabur India. 


Reliance Money 
goes for the kill 
Hong Kongs broking 
firm Goldridge Secu- 
rities and Mumbai- 
based Reliance Mo- 
ney, the financial dis- 
tribution arm of Reli- 
ance Capital and part 


TRIBHUWAN SHARMA 





of the Anil Ambani- 
owned Reliance 
ADAG, have joined 
hands to offer finan- 
cial services to retail 
investors in China in- 
cluding Hong Kong. 
This allows Reliance 
Money to tap one of 
the fastest growing 
markets in Asia. 


Crompton Greaves’ 
French connection 
Mumbai-based 
electrical equipment 
maker Crompton 
Greaves has acquired 
France-based 


No. of deals 


0 100 200 300 400 500 600 700 800 900 









India 


0 5 10 15 


Malaysia 


1000 


South Korea 


Hong Kong 


No. of deals 
ll Deal value 


20 25 30 35 


Deal value in $billion 


Figures for 1 January-2 June 2008. 


16 JUNE 2008 1 4 BUSINESSWORLD 





HEMANT MISHRA 


Sonomatra for €1.30 
million. This will en- 
hance the Mumbai- 
based firm's capabili- 
ties in the services 
segment of its trans- 
mission and distribu- 
tion business. 

Sonomatra provi- 
des on-site maintena- 
nce of power trans- 
formers and on-load 
tap changers, oil ana- 
lysis, oil treatment 
and retro-filling. 


Balu's new innings 
Morpheus Fund, floa- 
ted by Balu Nayar, 





the former IMG In- 
dia head, and Mumb- 
ai-based 03 Capital is 
targeting the private 
treaty market in 
media advertising, 
which was hitherto 
the domain of media 
houses such as Benn- 
ett, Coleman & Co. 
and Network1s. 

The $300-million 
private equity fund is 
negotiating with 
media owners to 
invest in it using their 
advertising inventory 
as equity, and is crea- 
ting a pipeline of 
companies that are 
willing to exchange 
their equity in return 
for advertising. 


Spicy deal 

Spice Communica- 
tions is in talks with 
Aditya Birla Group to 
explore the possibility 
of merging with the 
latter's Idea Cellular. 


AMIT VERMA 





This was disclosed by 


B.K. Modi, chairman 
of Spice Communi- 
cations. If the deal 
goes through, it will 
create India's fifth 
largest mobile entity. 
The two companies 
had held discussions 
a year ago but the 
deal could not be 
closed due to issues 
related to valuation. 
Both companies 
had applied for pan- 
Indian licences and 
spectrum for rolling 
out mobile services 
to expand their foot- 


print. While Idea 
Cellular has received 
more licences and 
spectrum, Spice's 
application was rejec- 
ted by the Depart- 
ment of Telecommu- 
nications, citing its 
poor net worth. 


Lupin huttresses its 
US presence 
Mumbai-based Lu- 
pin Laboratories has 
acquired the US Food 
and Drug Administr- 
ation approval for its 
abbreviated new drug 
applications (ANDA) 
for Topiramate 
tablets, used in the 
treatment of seizures. 

Lupin will introd- 
uce the product in 
the US market in 
September. With this, 
the company will 
have 29 ANDA 
approvals in the US 
market, with another 
34 pending. 


SANJIT KUNDU 


Damodaran's 

new role 

Former Sebi Chair- 
man M. Damodaran 
has taken over as the 
chief representative 
and adviser of global 
financial major ING 
for its India opera- 
tions. Damodaran 
will work with the 
management and 
partners of banking, 
insurance and invest- 
ment business units 
to further expand the 
company’s position 
in the financial sector 


in India. 
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Top Asian deals 
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US  Sterlite Industries India 
- — Santosltd-Gladstone Australia — PETRONAS 
— — Liquefied 
. — Thechoice Finance Hong Kong Jade Green Investments 
— ZhongnanREIndCo.- China Dalian Jinniu Co. 
E i China Water & Drinks Inc. Hong Kong Heckmann Corp. 
_ First Pine Enterprises Hong Kong Black Sand Enterprises 
x Aditya Birla Telecom India | Providence Equity Partners 
- Atrium @ Orchard Singapore CapitaMall Trust 
- Guangzhou Highsun Grp China Guangdong Highsun Yongye 
- Co-Asts 
—— Pacific Choice Holdings Hong Kong  Sourcestar Profits 
$ Figures for 18-31 May 2008 







ACQUIRER DEAL SIZE 


NATION (SM) 
India 2,600.00 
Malaysia 2,908.00 
Hong Kong 1354.73 
China 71141 
US 776.28 
Hong Kong 743.69 
US 640.00 
Singapore 617.55 
China 599.17 
Hong Kong 435.88 


snr NUM v Mein visi Pt in idet eri et bya it ieont ni aiia 
Rd s that of the home cour the overseas unit is majority owned by the parent. Deal value 
paid by the acquirer, excluding fees and expenses but including 


Log on to www businessworld i in for the complete lis 
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When advertising financial results, where your ad appears says a lot about your company. As much as, perhaps, 
the results themselves. Which is why, it makes sense to place your ad in the Malayala Manorama. You not only 
get to enjoy our special new rate, but will also be seen in the right place, by the right people. Get the picture? 
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Quick Take 


Should the adoption of Microsofts OOXML 
as an international standard be repealed? 


We asked... Vijay Kapur, national technology officer, Microsoft India, Roger Frost, manager, Communication 

Services, International Organisation for Standardisation, Deepak Pathak, professor, IIT-Bombay, Nai-Mur-Rehman, director, One 
World South Asia, Vinnie Mehta, executive director, Manufacturers’ Association of Information Technology, Ajay Sharma, joint 
director, ASSOCHAM, Subhi Quraishi, CEO, ZMQ Software Systems, George Vivek Durai, owner, Atman Law, Anivar Aravind, 
information architect and freelance consultant. 
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^' Microsofts OOXML standard ^^ Multiple standards aren't ^*^ Multiple standards are fine till 
should be suspended until it com- always good. HTML succeeded each is interoperable, and forward 
plies with existing softwares ^^ because it was widely adopted - % and backward compatible © © 
Anivar Aravind, information George Vivek Durai, owner, Vinnie Mehta, executive director, 
architect and freelance consultant Atman Law Manufacturers' Association of IT 


YES BECAUSE: Firstly, the format is said to have more than 1,000 technical problems. Also, 
— it duplicates an already available international standard — the Open Document Format (ODF). Such 
Yes —. duplication reduces the speed and depth of adoption of either format. Multiple standards are not a good 
idea. HTML succeeded in creating the Web, because it was a single standard. In India, there is an 
O = urgent need to digitise public records, and duplication of formats will create a big problem in the future. 
22 / OQ : i Moreover, there are still several patent restrictions that make it difficult for vendors to implement the 
—... format. While OOXML allows for some customisations, if these are made, the modified packages may not 
— . be decodable with other standard OOXML packages. 


T E NO BEGAUSE: At the International Organisation for Standardisation (ISO), 61 of the 71 
national bodies voted to approve Open XML as an ISO/IEC standard. So, a majority of technical experts 
N O — from around the world felt that OOXML is a legitimate ISO/IEC standard. The Indian government may 


| have its own point of view, but other countries have supported it. Some experts feel that having a 

% competitor to ODF gives the customer more choice about which standard to support or use. Multiple 
standards give the market and user the choice to pick the one that works best for them. Thus, if OOXML, 
à on its own merits qualifies for ISO certification, then it should not be blocked. Multiplicity of standards 
a ow also respects the spirit of progress and innovation that exemplifies the information technology industry. 





iè MAYBE BECAUSE: Unless the outstanding technical issues are resolved, OOXML should 


m" t 

AR T not be passed as a standard. All standards should be interoperable, and compatible both backwards and 
A M ay D e = forwards. This is especially important when it comes to the storage and accessibility of government data 
LH —. and public records. Whether it is OOXML or other standards, these points can't be ignored. At present, 
OOXML's capabilities in this aspect are unclear. Some respondents felt that while Microsoft had a 
legitimate product, its behaviour and actions during the voting process left much to be desired. Thus, if 
there were strong violations of the process, it may be logical to ask for a review of the vote. Technology 
Rire s must be designed for the common good and not be monopolised by an organisation. 
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Come, discover this refreshing signature 
experience across 3 great Sarovar brands 


spanning over 35 delightful hotels pan-India. 
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SAROVAR PREMIERE SAROVAR PORTICO 


5 star premium hotel 3/4 star business hotel Economy hotel 


Nobody covers India like we do!!! 35 hotels and more... 
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Mumbai: (022) 6635 0800. New Delhi: (011) 2638 3851/2/3/4/5. Bengaluru: (080) 4115 3344/5588/5599. 
Chennai: (044) 2826 5566/6644/4488. Kolkata: (033) 2228 7301/0301 





www.sarovarhotels.com Toll Free Reservations: | 800 111 222 
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In Command 
Of Inflation 


by ashok v. desai 


ON 10 AUGUST 2004, WPI INFLATION WAS 7.51 
per cent. P. Chidambaram said that the fin- 
ance ministry and the Reserve Bank would 
take concerted action to control inflation. 

On 15 November 2005, FM said in Trivan- 
drum that the UPA government had suc- 
ceeded in controlling inflation in the 16 
months it had been in office. 

On 24 May 2006, FM said, "We expect to 
contain inflation between four and five per 
cent this fiscal too. Last year, the Reserve 
Bank had indicated inflation at 5 per cent 
but we were able to keep it below 5 per cent.” 





and blamed global commodity prices. 

On 2 May 2008, FM said that the meas- 
ures taken by the finance ministry and the 
Reserve Bank would bring down inflation, 
which rose to a 42-month peak of 7.57 per 
cent. “We will tame inflation; we will control 
food prices soon." Next week, it rose to 7.61 
per cent. FM called it statistically insignifi- 
cant and a big relief. He assured everyone 
that annual WPI inflation rate would remain 
stable at the current level for some more 
weeks before it started its downward trend. 

On 16 May, inflation rose to 7.83 per cent. 
FM expressed his firm expectation that in- 
flation would moderate. He was waiting for 
cuts in steel and cement prices to come into 
force. He asked everyone to be patient. "You 
can't announce something on Friday and ex- 
pect to have its impact on Saturday. You 
must be patient." 

On 30 May, FM called the rise in inflation 
to 8.1 per cent worrisome and said the gov- 
ernment would spare no effort to contain, 


On 24 October 2006, FM said in Stanford The finance moderate and reverse inflation. The govern- 
that inflation, which had reached a three- minister no ment would control inflation Over a period of 
month high of 5.16 per cent, was pretty à time. He called on Indian companies to ob- 
much contained, but was above his comfort doubt is serve extreme patience and not to raise the 
level and that he would like to see it below intent prices of cement, steel, etc. as the situation 

intent on | NE 
4 per cent. h called for, so that panic did not take place. 
On 1 March 2007, FM said, "In May-June contr olling These statements show how high inflation 


2004, when the UPA government came to 
power, inflation crossed 6 per cent, went up 
to 8 per cent and we moderated it to 3.8 per 
cent. So, the government has moderated in- 
flation in the past and can do it again.” 

On 17 May 2007, FM told Parliament that 
inflation, which was 5.66 per cent in the 
week ended 28 April, was still above what he 
called was the tolerance level of the people of India, and that 
every effort was being made to bring it closer to 4.5 per cent. 

On 24 August 2007, FM said that at the core level, the 
government had brought down inflation to 4.05 per cent 
after taking several tax and monetary measures. He would 
not hesitate to take further measures to control inflation. 

On 16 November 2007, FM said that the government 
would keep a strict vigil on inflation and that he would not 
hesitate to take fiscal measures if undue pressure built up on 
the price front. 

On 15 March 2008, FM said that inflation, which moved 
that week from 5.02 to 5.11 per cent, was on the rise, and that 
all of us should be concerned. The government accorded 
topmost priority to controlling inflation, and was ready to 
take any fiscal steps. 

On 28 March 2008, inflation was 6.68 per cent. FM said 
that there had been no policy mistakes in handling inflation, 


inflation; but 
it is doubtful 
whether he 
knows how to 


control is in the finance minister's priorities, 
and how dedicated he is to controlling it. If 
anyone had any doubts about Mr Chi- 
dambaram’s heart being in the right place, 
he can lay them aside. He is also unequivocal 
about his target — 5 per cent or less. 

And it is not all rhetoric. We might have 
been justified in thinking till 2007 that the 
finance minister was all bark and no bite — that he pro- 
moted growth and left it to the Reserve Bank to fight infla- 
tion. But the many "fiscal" measures he has taken since 
March leave no doubt that he also acts. 

So there can be no doubt about Mr Chidambaram's good 
intentions. Doubts, if any, can only be raised about his effec- 
tiveness. Its test is whether he has managed to keep inflation 
below 5 per cent; and the answer is an unambiguous no. 

Why did he fail? It is just possible that he has no clue but 
keeps making reasuring noises. He knows that inflation 
keeps fluctuating. When it is high, he announces he is going 
to bring it down. When it comes down, he takes credit for it. 
This is an extreme assumption; we should seriously consider 
other possibilities. But at this moment I cannot think of any. 


The author is Consultant Editor of Businessworld. 
ashok.desai (à gmail.com 
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In a connected world, retreat is not an option. 
The new Windows Server" 2008 dodges attacks 
with built-in Network Access Protection and 

a Read-Only Domain Controller that can help 
dramatically reduce vulnerabilities. So you get 
superhuman reliability. It's the server unleashed. 


Meet the new Windows Server 2008 
at www.microsoft.com/india/windowserver2008 
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IPL is a 
winner. 
Now, the 
game is to 
retain 
eyeballs 


JAIPUR'S JOY: The 
underdog franchise win- 
ning the championship 
added to IPL's appeal 


by Feroz Ahmed 


EVEN AS THE NEWLY-MINTED INDIAN PREMIER 
League's (IPL) junkies try to cope with eerie 
emptiness in their evenings following the end of 
the 44-day crash-boom-bang cricket extrava- 
ganza on 1 June, the team owners, broadcasters 
and sponsors are floating on clouds of joy as the 
tournament turned out to be a much bigger hit 
than their wildest dreams. 

At the start of the tourney in mid-April, the 
near consensus among sports marketers was 
that many of the investors had to be ego-drunk 
to be investing millions and billions of dollars in 
teams and broadcasting rights. They are eating 
crow now, and how! 

World Sports Group (WSG) bid $1.026 bil- 
lion, or Rs 4,370 crore, for the television broad- 
cast rights to IPL for 10 years, with Sony Enter- 
tainment Television (SET) as its broadcast 





NE 
GAJANAN DUDHALKAR 
partner for the Indian subcontinent for the first 
five years. WSG has sold rights to IPL broadcast 
outside the Indian subcontinent for undis- 
closed amounts. *Nobody in the industry ex- 
pected them to recover almost Rs 400 crore- 
plus from a less than two-month event from the 
start, says Gaurav Seth, business head for 
sports at Vyas Giannetti Creative, whose last as- 
signment was with the Zee group to create and 
market the rival Indian Cricket League (ICL). 

Though both WSG and Sony are coy about 
sharing the broadcast revenue figures for this 
tournament, experts estimate that Sony has col- 
lected more than Rs 350 crore from on-air ad- 
vertising and sponsorships. Sony's ad sales from 
59 IPL matches look particularly impressive 
considering that it made only about Rs 400 
crore from the 72 international matches span- 
ning the ICC Champions Trophy 2006 and the 
ICC World Cup 2007. Sony also equalled the 
record for highest spot rate by charging Rs 10 
lakh for 10-second spots during the IPL final 
from last-minute advertisers. ESPN Star Sports 
got this rate for the final of the Twenty20 World 
Cup last September. Before IPL started, Sony 
sold ad spots at about Rs 2 lakh to bulk buyers, 
but within a fortnight it raised the rates to 
Rs 3.5-4 lakh. 

“The pervasive following of IPL meant that 
on-air advertisers with immediate needs had no 
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but to go to Sony,’ says Basab Dutta 
ury, CEO of Madison Media. 


idia's CEO Kunal Dasgupta was initially 
interested in IPL following his ordinary ex- 
rience with ICC tournaments. However, he 
came around once he figured that IPL was a 
. Safer bet than international tournaments. “Im- 


v . portantly, we were assured of great content 
.. quality because of the flow of television rights 


-and sponsorship money to the franchisees, who 
could use that money to engage appropriate 
personnel and infrastructure,” says Nair. 

The sponsors could not be happier. “We in- 


cc . vested in IPL for eyeballs and we got the bang 


for our buck,” says Harit Nagpal, marketing di- 


E rector of Vodafone Essar. “Events such as IPL 


bring about concentration of eyeballs, which 
are usually fragmented.” 
.. Team owners are also happy irrespective of 
their team’s performance. Vijay Rekhi, presi- 
dent of United Spirits, is not too perturbed 
about his Bangalore Royal Challengers’ second- 
last finish, despite being the second-most ex- 
pensive franchise in IPL ($111.6 million, just 
below the $111.9 million paid by Reliance In- 
dustries for the Mumbai franchise). “We 
wanted a brand splash and we've achieved that.” 
he says. He says he is getting feelers from pri- 
vate equity firms for a stake in the franchise. 
Mohit Burman, a partner in the $76 million- 
Chandigarh franchise, also sees investment 
deals in IPL franchises beginning soon. But he 
won't sell until he starts making profits, which 
could be in two or three years. He believes that 
. Shah Rukh Khan's Kolkata franchise will make 
a profit this year, and Manoj Badla's Jaipur, the 
cheapest franchise at $67 million, could break 
even. However, according to Balu Nayar, former 
head of IMG India who helped design the IPL 
event, merchandising and corporate hospitality 
did not get enough attention. “There were fairly 
cursory attempts at brand building, but that’s 
largely due to paucity of time,” he says. 


Sustaining IPL's success level will be tough, | 


according to Seth. "The first Kaun Banega 
_Crorepati (KBC) was a.great hit and it sustained 


/ the second one. But thereafter, even Shah Rukh 


Khan could not save the show as the Indian au- 
dience is fickle.” he warns. 

| So, besides leveraging teams and sponsor- 
_ ships, IPL stakeholders should figure out ways 
_ to prevent spectator fatigue. Hype has done its 
. job and now only relentless improvement in 
. player skills and team strategies can continue to 
- create the drama that keeps people hooked to 
_ Sporting entertainment. 








feroz.ahmed@abp. in 





South Asia’s CEO Venu Nair recalls that 


erm Y I ASA RISA sorprese arp NP nh SATB PPS AV Ie Me eft ——A metet Pete ara 





Pmt ORE SCA I AV Jm f DEE e Mm tr ORS SA e reta 29V DA. 









Introducing the Xerox 
WC 5016 A3 Mono MFD with 
16 powerful features to take 
your business to the next level. 
There's a new way to look at it. 





xerox.com /india 


ASK XEROX, CALL 1800 180 1225 OR 390 12 000° , 


(Please prefix the local city code when dialing from a mobile phone) 
SMS 'Xerox 16' TO 53456 
Email: digital. solutions@xerox.com 


D 2008 XERON CORPORATION, AN rights rrsuevedd XEROX”, che autre of Curwiecthéty design anc "Theb sa nea way to Tool qt thins” 


ant of bodemoriks of ERU COSPORATIOR d the United Sates ancor x GIPER cos 





In The News 





Tatas want 
to up their 
stake in 
Orient 
Express 
Hotels 


Battle 
Royale 


by Piya Singh 





EVEN FIVE MONTHS AFTER BERMUDA-BASED 
Orient Express Hotels (OEH) rebuffed Tata 
Group-owned Indian Hotels' proposal for an 
alliance, the Indian firm is in no mood to back 
down. Instead, despite rumours to the contrary, 
it is keen to increase its stake in OEH where it 
has an 11.5 per cent stake comprising Class A 
shares with minuscule (2.296) voting rights. 

^A good fruit takes a long time to ripen, says 
R.K. Krishna Kumar, vice-chairman of Indian 
Hotels. ^I will only say that there is no perman- 
ent paradigm... there is logic in increasing our 
stake" The OEH share price has taken a beating 
in the past few months and is down from $60 
when Indian Hotels picked up its last tranche of 
OEH stock to around $48 per share. This has 
raised questions whether Tatas would like to cut 
its losses and exit from the investment. 

While the Tata group is clearly unwilling to 
give up on the alliance that included OEH ma- 
naging Indian Hotels properties overseas, rais- 
ing its stake further is fraught with challenges. 
One, the uneasy relationship with OEH contin- 
ues as there has been no apology, which Krishna 
Kumar had demanded from OEH last Decem- 
ber for belittling Indian Hotels. Two, the other 
shareholders of OEH (except Orient Holdings 
and OEH s directors) have total voting rights 
amounting to just 19 per cent. So, even if the 
Tatas upped their stake of Class A traded on the 
New York Stock Exchange, it would not give the 
group much clout. 

Some Class A shareholders including hedge 
fund DE Shaw Valence have been seeking cla- 
rity on the rights of the Class B shares — that 


Voting Rights In OEH 
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ORIENT EXPRESS 


hospitality 


hold a majority of voting rights — which are 
owned by a wholly-owned subsidiary of OEH 
and some directors ofthe company. Besides, the 
bye-laws of OEH will make it difficult for a third 
party to acquire OEH without the consent of its 
board of directors. In any case, the Indian Ho- 
tels management has said that it is against “hos- 
tile takeovers’. 

In this backdrop, it is difficult to assess how 
Indian Hotels will acquire a larger chunk of 
OEH shares. Has the company got comfort 
from some of the Class B shareholders consid- 
ering that under the present circumstances the 
Class A shareholders are in a bind? Or is Indian 
Hotels just biding time given the tumble in the 
OEH stock price and is just waiting for an 
opportune time to sell? 

Meanwhile, there are reports that Indian 
Hotels is also keen to acquire another hotel 
property in North America, where it already 
owns the Pierre in New York and the Taj Boston. 
The company, however, has denied it. 

As events unfold, the battle for Orient Expr- 
ess promises to become even more exciting. 
Two hedge fund financiers David E. Shaw and 
Stephen A. Cohen, who own a combined 13.1 
per cent of Class A shares, have teamed up to 
share information on further acquisition of 
shares in OEH. The differences between Class A 
and Class B shareholders are not yet over. 
Whether this situation works to the favour of 
Indian Hotels is yet to be seen, but for the time 
being, the Tata group company is not letting go. 
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In The News 





TALKING TOUGH: 
Commerce Minister Kamal 
Nath at a press conference 

in Stockholm on 4 June 


Precariously 


The Doha 
round is 
hinging on 
a ministers’ 
meeting in 
Paris 


erched 


by Puja Mehra 


THE DOHA ROUND OF WORLD TRADE ORGANISA- 
tion (WTO) talks risk suspension for the rest of 
the year as the negotiations on non-agricultural 
market access are nearing a breakdown. All 
eyes are now on a meeting of key WTO mini- 
sters to be held on the margins of the OECD 
Ministerial Council Meeting in Paris on 5 June. 
That meeting holds the key to the future of the 
contentious round. An agreement among the 
trade ministers from leading members, includ- 
ing the US, India, Brazil and the EU, on indus- 
trial tariffs in Paris alone can save the round. 
*Long-struggling world trade talks risk sus- 
pension unless ministers meeting in Paris this 
week send a clear signal that they will engage 
more seriously" the European Commission 


à 
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\global trade 





warned on 3 June. A day earlier, the mediator of 
talks at the WTO on industrial goods, a pillar of 
the Doha round, suspended his role in the nego- 
tiations, saying he was frustrated that delegates 
were unwilling to compromise. “This clearly 
puts a certain amount of pressure on the [ Paris ] 
ministerial meeting”, said Peter Power, a 
spokesman for European Trade Commissioner 
Peter Mandelson. “Either senior negotiators go 
back to Geneva and start real and genuine ne- 
gotiations, or indeed we will face a situation of 
stalemate and suspension.” Talks on agricul- 
ture, however, are still alive. 

The negotiations are stuck because key con- 
cerns including the reduction of subsidies, 
agreement on a regime to guide such subsidies 
in future, the instruments of special products 
and special safeguards, and measures to 
address developing country concerns are still 
unresolved. The latest impasse has its roots in 
the working document of the chairman of the 
negotiating group of the Doha Round released 
on 28 May in Geneva. The Non-Agriculture 
Market Access (Nama) text, according to India's 
Commerce Secretary Gopal K. Pillai, is violative 
of the Doha declaration and the consensus 
arrived at the Hong Kong Ministerial — a 
response shared by Argentina's trade negotiator 
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Investments in HSBC Equity Fund have grown by nearly 10 times 
in the past 5 years. 


HSBC Equity Fund has created significant wealth for its investors in the past 5 years. An investment of Rs 1 lac 
in Dec 2002 has yielded an amount of Rs 9.59 lac today* (past performance may or may not be sustained in the 
future and is not a guarantee of future returns). As a result, HSBC Equity Fund has been rated as a "5 Star 
Fund?" by Value Research Online. What's more, the fund has been ranked 21* among 15,062 equity funds” 
worldwide, by Lipper. Do you still need more reasons to invest with us? 
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Ás on 30 April 2008. Past performance may or may not be sustained in the future, 
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Alfredo Chiaradia. “The current Nama docu- 
ment sets greater contributions for developing 
countries than it does for industrial nations." 

The number of areas of disagreements 
recorded in the text for Nama has shot up from 
15 to 97. “There is inequity on Nama,” explains 
Pillai. “The text on agriculture is too protective 
towards the farmers of the developed coun- 
tries." The new US farm bill envisaging subsi- 
dies of $20 billion against the current $13.4 bil- 
lion, a point of contention. "Though the new EU 
farm policy is somewhat converging to India's 
liking, the new US farm bill doesn't,” says 
RV. Kanoria, president of the India chapter of 
the International Chamber of Commerce. In 
the US, the National Association of Manufac- 
turers criticised the Nama text as anti-US, say- 
ing that it would enable high-tariff countries to 
do even less than under the previous version. 
The text on services, however, is innocuous, 
Pillai says, as the number of disagreements has 
dropped considerably from 130 to 30. 

On the one hand, the EU and the US want big 
developing countries such as Brazil, India and 
China to further open their markets to imports 
of industrial goods. On the other, developing 
countries, including India, are persistently re- 
fusing to compromise the interests of their 
mostly subsistence farmers. Their complaint: 
the big concessions sought in areas such as 
chemicals, textiles and cars have not got 
reciprocal offers for opening farm markets from 
Washington and Brussels. 

Without a breakthrough soon, the round 
risks years of delay due to the changeover in the 
White House and the replacement of European 





Commission, both in 2009. The WTO would 
like a ministerial meeting in Geneva this 
month, if it can narrow the gaps, especially over 
industrial goods. The Doha round was laun- 
ched in 2001 to lower barriers to trade. It has 
been hanging for most of the past six-and-a- 
half years on the lack of consensus on market 
access and domestic support to agriculture. 

Commerce Minister Kamal Nath, currently 
in Paris, has made it clear that if the proposals 
of the draft text are allowed, livelihoods of mil- 
lions of vulnerable small fishers and farmers 
would be at peril, which is unacceptable to In- 
dia. India's stand is that unless the document is 
revised, movement of the talks culminating in a 
Ministerial would not be possible. "Are the offi- 
cials serious or are they just succumbing to 
pressure from one major country, thereby jeop- 
ardising the efforts to conclude the Doha 
Round by December 2008?" Nath had said be- 
fore leaving for Paris. Says Kanoria, "It is of 
grave concern to India that the attempt at the 
WTO is to divide the negotiating groups into 
groups with more liberal provisions being of- 
fered to South Africa and Venezuela due to their 
links to large trading groups.” 

"It takes two hands to clap," Prime Minister 
Manmohan Singh said earlier this week, refer- 
ring to the reluctance of rich nations to cut sub- 
sidies to their farmers even while seeking access 
to industrial goods and services market in de- 
veloping nations. “I hope that the developed 
countries would not forget the development di- 
mension of multi-lateral trade negotiations." 
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Distance 
Does Matter 


by nayan chanda 


SPACE, AS HISTORIAN FERNAND BRAUDEL WROTE, 
is “the enemy number one”. Human ability to 
conquer physical space has shaped glo- 
balisation that began with the domestication 
of camels and the harnessing of winds for 
sailing ships. The shrubs and the wind 
were free. 

Since then, humans have shrunk the 
world by using solar energy stored under the 
earth in the shape of coal and petroleum. 
Oceans became highways for giant container 
ships, one of which can carry the contents of 
20-mile long convoys of trucks. 

The ever-rising capacity and falling costs 
of transportation effectively removed the 
barrier of distance. Today, almost every 
product is made of global components that 
have travelled thousands of miles before 
reaching consumers. Even frozen chicken 
and fish are shipped from the US and 
Europe to China to be chopped and filleted 
before returning neatly packaged in cello- 





Rising 
freight and 
oil prices 
might boost 
the trend of 
making 





Bound Together 


rise to 15 per cent. 

While lighter products with a high value- 
to-freight ratio, such as electronics and com- 
ponents, may escape such de facto tariff 
burdens, goods with low value-to-freight ra- 
tios, such as apparel, shoes or industrial ma- 
chinery, will not. 

With the additional cost passed on to the 
consumers, the demand for certain types of 
imports will drop. Chinese export of steel to 
the US, for example, has been declining, 
giving a new lease of life to the US's domestic 
steel. If the freight cost for a tonne of 
Brazilian ore to China rises to approach the 
price per tonne of iron ore from nearby 
Australia, China may switch to the Aus- 
tralian ore even at a higher gross price. 

The most significant changes are likely to 
be felt in the elaborate supply chain produc- 
tion system and outsourcing of manufactur- 
ing. In the late 1990s, US corporations 
moved much of their labour-intensive man- 
ufacturing from Mexico to China, and sent 
finished goods back to the US. Low trans- 
portation cost made labour arbitrage a pro- 
fitable option. With freight costs rising, 
Mexico might yet get back some of its manu- 
facturing and assembly clients. 

Nobody expects the manufacturing indus- 
try that left the US for low-wage countries to 
return. But rising freight might give a fur- 
ther boost to the trend of making products 


phane wrappers to supermarket shelves. As products closer to the market than oceans away. 
the freight rises, businesses will have to pay closer to Regional rather than global production net- 
more heed to the distance from the factory works are likely to become more important. 
floor to the shop floor. the market The oil shock is also likely to promote energy 


There have been oil shocks before, but 
once the precipitating events settled down, 
prices fell. The end of the Suez crisis, Iran’s freeing of 
American hostages, and the conclusion of the first Iraq war 
were harbingers of lower prices. 

The current surge appears to be of a different order. 
Although violence in Nigeria, one of the major oil suppliers, 
and, perhaps, speculation have pushed up prices somewhat, 
a whole host of systemic factors such as tight supply and 
growing thirst for oil by countries such as China and India 
do not suggest a return to happier times. 

The galloping cost of transportation, which is equivalent 
to a tax on the merchandise, will slow down international 
trade. A Canadian Bank study estimates that in 2000 
when oil was $20 per barrel, transport cost was equivalent 
to a 3 per cent US tariff. Today's extra shipping cost from 
East Asia is the equivalent of imposing a 9 per cent tariff on 
these goods entering the US. And at oil prices of $200 a 
barrel, the study estimated, the tariff-equivalent rate will 


efficiency and automation to produce goods 

locally. It might have an even greater impact 
on what the world eats. While the already expensive food 
will cost more to be delivered to the world’s poor, it will pro- 
vide a fillip to the rising call in the US and Europe for locally 
grown organic food. 

As the cost of delivering raw materials rises, the burden 
will fall more on emerging industrial countries, fuelling in- 
flation and reducing their abilities to produce low-priced 
goods. Developing countries that have benefited from cheap 
air travel by riding the wave of global tourism are likely to see 
a sharp drop in their earnings and millions employed in the 
tourism and hotel industry might be looking for new jobs. 

As the cost of fighting the old enemy space grows, be 
ready for some fundamental shifts. 





The author is Director of Publications at the Yale Center for 
the Study of Globalization and Editor of YaleGlobal Online. 
boundtogether.bw@gmail.com 
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YOU CAN NO LONGER FILL IT, SHUT IT AND FORGET 
it. With average oil prices likely to go only 
higher from the present level of about $130 a 


barrel, the government finally raised fuel prices 


on Thursday. Petrol went up by Rs 5 a litre, 


diesel by Rs 3 and cooking gas by Rs 50 a cylin- 












m . WRT 2008: -221 


--Metexports: 1,456 


der. At between 10 and 18 per cent, these hikes 
were the largest India has ever seen. 
As more bad oil-related news seeps in from 


- across the world, a simple question emerges: 


how did policymakers the world over fail to an- 
ticipate the phenomenal rise in crude oil prices? 
It is the primary responsibility of governments 





to making long-term decisions and they should 
have their fingers on the pulse of the global 
economy. But most capitals were as clueless as 
anyone else when it came to this one. Worse, 
most governments were unprepared for the ex- 
tent of the rise. For example, in an energy white 
paper published in February this year, the UK 
Department of Business Enterprise and Regu- 
latory Reform laid out three illustrative fuel 
price scenarios. The high price scenario had oil 
at just $70 a barrel (bbl) in 2010. But oil had al- 
ready crossed the $100 a bbl mark in January, a 
month before the report was published. 





by Srikanth Srinivas 
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e Highoilpricesarehere — 


to stay. While they may — 


he moderating now, 
$200 bbl is not out the 
realm of possibility. 
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E India will need a 
publicly disseminated 
and discussed energy 
policy that covers aiter- 
native fuels and limits 
on subsidies. 
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Net oil exports from the world's top 15 exporters — nearly half of all the world's supply — fell almost one million 
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Saudi Arabia 





Venezuela U.A.E. 
Net exports: 2,024 Net rnm 1,707 Net exports: 7,923 Net exports: 2,548 
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Number in disc is country's ranking in off supplies; WRT 2006 is change in quantity of production of oil in 2007 with respect to 2006; Source: US Department of Energy 
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PAST TENSE: Crude 
prices had spiralled dur- 
ing two previous oil 
crises: in 1973 during 
the Arab-Israeli Yom 
Kippur War (below), and 
in 1979 during the 
Iranian revolution 
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Most analysts predict that a combination of 
demand growth, supply constraints and com- 
modity speculation, will keep oil priced at pres- 
ent rates, or higher, for the foreseeable future. 
Part of the problem is that some of the largest 
new oil finds are geopolitical hotspots, such as 
Central Asia. Not only does this hamper the 
ability of oil companies to exploit these oil 
fields, it raises the risk of oil wars breaking out. 
With the US, China, Russia, Iran and India al- 
ready duking it out for influence in Central 
Asia, many say a new version of the “Great 
Game’, which saw colonial powers competing 
in the region, is already afoot. 

The failure of the US government to bring 
about stability in oil prices despite the trip Trea- 
sury Secretary Hank Paulson’s attempt to per- 
suade OPEC countries to raise output and calm 
prices — are a reflection of the international po- 
litical dimensions of the problem (see ‘Oil Price 
Hypocrisy’ on page 36). If prices continue to go 
up as they have been, oil could well become the 
world’s first industrial scarcity — the first re- 
source of which relatively cheap and accessible 
supplies are approaching exhaustion. 

Which begs the question: as a nation that 
imports most of its crude oil, and whose pace of 
growth is critically dependent on oil imports, 
how well are we prepared for oil at $200 a 
barrel? After growing at 9 per cent a year, the 
impact of higher oil prices on investment, 
producers and consumers is going to be consid- 
erable. The potential impact on government 
finances, interest rates and inflation is even 
scarier, a political nightmare for this govern- 





ment and the one that succeeds it. These high 
oil prices could well derail India’s economic 
growth ambitions. 


A Global Disruption 

How real are the prospects for oil to hit $200 a 
barrel soon? In 2006, Robert Westcott, an eco- 
nomic consultant and member of the US Presi- 
dent’s Council of Economic Advisers, wrote a 
paper about the impact of oil at $120 on the 
global economy, at a time when oil was $60 a 
bbl. At that time, his idea was not taken seri- 
ously. Analysts and experts are more circum- 
spect in dismissing such forecasts. 

“If that happens, all bets are off,” says Sach- 
chidanand Shukla, economist at Mumbai- 
based securities firm, Enam Securities. “Prosp- 
ects for India’s economic growth rates could 
take a huge beating. It is just untenable.” The 
upper bound in the estimates of most people 
BW spoke to suggest that even $150 a bbl would 
be close to impossible to manage. 

A number of primary and secondary reasons 
— and combinations of them — have been put 
forth to explain the exponential rise in oil 
prices. Growing demand from emerging mar- 
kets, but not matched by production increases, 
declining sources of new oil, the collapse of 
spare capacity in the largest producers who are 
members of the Organisation of the Petroleum 
Exporting Countries (OPEC), are considered 
primary, and speculative investments that have 
discovered commodities — mainly oil — as an 
asset class, are among the secondary ones. 

In November, the International Energy 
Agency (IEA) is expected to revise its forecasts 
of future oil supply — based on research on 400 
existing oil fields. Production growth in the new 
estimates will not be as high as the 116 million 
barrels a day — the IEAS forecast in 2007 (the 
current level is at 87 million barrels a day) — 
but a much pessimistic number. The IEA fore- 
cast a gap of 12.5 million bbl a day: a demand 
for 37.5 bbl a day versus new capacity additions 
that would produce 25 million bbl. The Wall 
Street Journal suggests that the conclusions of 
the report could shake up the oil business. 

Peter Jackson of Cambridge Energy Research 
Associates, an oil consultancy, estimated the av- 
erage decline rate of cil fields — a measure of 
declining oil flows — at 4.5 per cent per year: 
that implies that new production of 3.8 million 
bbl a day is needed to just keep production at 
current levels. Add to that OPEC’s spare capac- 
ity having nearly reached zero, and the picture 
begins to look dismal. 

To make matters worse, doubts are raised 
about estimates of current oil reserves. These 
figures haven't been audited for decades, but 
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OPEC countries — the Middle East, accounting 
for about 40 per cent of global oil production — 
have continued to raise estimates over the years. 

The world has used up its best reserves — the 
so-called light sweet crude produced onshore 
from the best reservoirs. Heavy crude is more 
expensive to extract and refine, which impacts 
prices. The energy return on energy invested 
(EROEI) — the energy in extracted fuel as a 
proportion of energy invested in extraction — is 
high historically, but is approaching the point 
where the ERoEI is becoming uneconomical 
(less than 1). 

Speculation has frequently been blamed for 
the run-up in oil prices. "But that's nonsense," 
says a commodities trader on the Chicago 
Board of Trade who did not wish to be named. 
"Yes, there is speculation: for every long posi- 
tion, there is a short one. But ultimately, the 
price is struck by whoever takes delivery of the 
oil.” Inventories of crude and petroleum prod- 
ucts have been falling for a year, he says. 


Growth Under Threat 

At $120 a barrel, the world's oil bill will amount 
to 8 per cent of global GDP, says Westcott. As- 
suming a global GDP of $40 trillion, that will be 
$3.2 trillion, or three years of Indias GDP. 

Analysis by the research department at the 
International Monetary Fund (IMF) says that a 
permanent $5 a barrel increase in oil prices will 
decrease global GDP by up to 0.3 of a percent- 
age point. This means that a $60 increase in oil 
prices we have seen over the last two years, from 
$60 to $120, will cut the level of world GDP by 
approximately 3.6 per cent. 

A reduction in world GDP of 3.6 per cent 
stemming from oil at $120 a bbl will be the 
beginning of a global recession. For an economy 
whose oil amounts to 70 per cent of its total 
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imports, such high oil prices will have a delete- 
rious impact on India's growth prospects. And 
that is putting it mildly. 

Higher oil prices reduce the spending power 
of consumers and cause a reduction in demand 
for all categories of products, from furniture to 
movie tickets. Consumption demand accounts 
for about 60 per cent of GDP in India. And with 
the recent petrol and diesel price hikes annou- 
nced by the government this week, the next two 
quarters could be hard times for consumers. 

"GDP growth could fall to about 7.3 per cent 
in FYO9,” says Sonal Varma, economist at US 
investment bank Lehman Brothers, based in 
Mumbai. *From producer through consumers 
to the government, the direct and indirect ef- 
fects can have a significant negative impact." 
Further increases in raw materials, transport 
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ALTERNATIVES: 
Coal liquefication 
projects by Tatas and 
Ambanis plus Reliance 
Industries' gas finds 
could ease India's 
dependence on 

oil imports 
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GOING UP IN SMOKE: 
The war in Iraq has 

led to a steady increase 
in crude prices over 
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and input costs could add to the uncertainty 
about economic growth for companies. 

Rising oil prices eat into profit margins, part- 
icularly in energy-intensive sectors; companies 
could reduce services and cut production. Al- 
ready, domestic airlines are cutting flights and 
raising prices to make sure their losses don't get 
bigger than they already are. As in the US, the 
auto industry will be the first to feel the effects. 
Car sales, which have been riding high demand, 
are likely to decline. Transport companies could 
also reconsider fleet replacement plans. 

Apart from consumer and producer confi- 
dence, high and rising oil prices influence in- 
vestor confidence, too. Importing oil to keep its 
economic growth engine humming comes at 
the cost of a worsening trade balance. “The cur- 
rent account deficit will grow from 1.2 per cent 
of GDP to 3 per cent,” says Varma. “And the fis- 
cal deficit, after including the off-balance sheet 
oil and fertiliser bonds could go as high as 9 per 
cent of GDP from its current 7.5 per cent.” 

The impact on stockmarkets and foreign in- 
stitutional investor (FII) interest is likely to be a 





FY09 SUBSIDY COULD BE HIGHER THAN 
THE CUMULATIVE OF LAST 5 YEARS 





double whammy. FIIs have al- 
ready been net sellers, and de- 
clining confidence could push 
them to sell off even more. 
Valuations of companies — 
and consequently shareho- 
Ider and household wealth — 
could take a big hit. 


Political (Mis)Calculations 


Finance Minister P. Chi- 
dambaram will be familiar 
with this Tamil saying: when 
the water level rises above your head, it doesn't 
matter whether it is by one foot or ten feet. The 
targets in the Fiscal Responsibility and Budget 
Management Act are unlikely to be met. Fi- 
nance ministry officials, however, disagree. By 
combining price hikes with customs and excise 
duty cuts on petroleum products, his govern- 
ment will bear the most. The deficit gap can be 
bridged, maintains Expenditure Secretary 
Sushma Nath. The revenue loss amounts to 
about Rs 22,600 crore, whereas tax collections 
have increased by 45 per cent this year. "Whe- 
ther and how we will make good those losses 
will be decided later, says Revenue Secretary 
PV. Bhide. Finance ministry officials are unwill- 
ing to talk about the impact on the macro-eco- 
nomic situation, preferring to wait and watch. 

A stoic Chidambaram declined to comment. 
Prime Minister Manmchan Singh, in a nation- 
ally televised address on 4 June, said consumers 
could not be fully insulated from the rise in 
global oil prices. For the Congress, this could 
not have come at a worse time. The country is 
already reeling under the impact of an inflation 
rate of 8.1 per cent. The price hikes are likely to 
contribute another 1 per cent almost immedi- 
ately. For every rupee increase, about 0.18 per 
cent gets added to wholesale price inflation. 

A Reserve Bank of India (RBI) study under- 
taken a couple of years ago sought to identify in- 
direct effects of fuel price increases. Based on 
that study it is likely that as fuel price increases 
filter down through the economy, another 
percentage point is likely to be added as trans- 
port costs add their bit to consumer prices. 

*With inflation already as high as it is at 8 per 
cent, it will exacerbate inflationary expecta- 
tions,” says Siddartha Sanyal, economist at Ede- 
lweiss Capital, a Mumbai-based securities firm. 
"The price hikes reinforce these expectations; it 
will be built in by manufacturers and service pr- 
oviders, and become a self-fulfilling prophecy" 

For the RBI, raising already-high interest 
rates to combat inflation, in the face of a slow- 
ing economy, adds to the difficulties of making 
hard monetary policy choices. To the mix, add 
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the effects ofthe farm loan waiver, the Sixth Pay 
Commissions recommendations, and the 
prospect ofa price-wage spiral looms large. ^We 
are paying the price for not increasing prices 
earlier, with a difficult and large hike now, 
which in the long run may prove inadequate,” 
says an analyst with a securities firm in Delhi. 


Scenario nning | E D 
Is the government's response to rising crude oil 
prices — duty cuts, issuing oil and fertiliser 
bonds while keeping subsidies and marginal in- 
creases in fuel prices — sustainable over the 
long run? No one appears to have the answer to 
that one. But this much appears clear: if the 
government had not decided to raise fuel prices, 
the state-owned oil companies would have run 
out of working capital by the end of September. 

Three solutions suggest themselves in the 
current situation. First, and contrary to conven- 
tional thinking, developments at this stage of 
the political cycle — it is an an election year — 
present an opportunity for the next government 
to plan for and publicly debate a long-term plan 
about energy policy. That would make politi- 
cally difficult decisions more palatable for the 
population, and dispel the idea of the govern- 
ment as the people's mai-baap. The people — 
yes, even the poorest ones — needed to be 
treated as being intelligent, capable of making 
informed choices as customers and citizens, 
and willing to pay the price for them. 

Second, the government should use its oil ex- 
ploration company ONGC to try and secure oil 
and other fuel supplies much like China does: 
entering into partnerships with other govern- 
ments and offering to use our capabilities in 
that area to identify and exploit new oil finds all 
over the world. While some such deals exist — 
with Nigeria and Brazil, to name two — there is 
a case to be made for being more aggressive and 
emulating the Chinese in this context. 

Third, if we are going to live with fuel subsi- 
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dies for some time to come — we may be able to 
do away with most and just keep those neces- 
sary for the poorest sections of the society — 
why not subsidise alternative fuel technologies? 
There are many who suggest that we can be 
more enterprising and move beyond carbon de- 
velopment mechanisms and other band-aid so- 
lutions to climate change, and focus on moving 
away from fossil fuel-based technology over the 
next few decades. That would be both environ- 
mentally responsible and forward looking. An- 
other option could be liquefying coal, of which 
there are abundant supplies. 

The world over, crude oil prices are moderat- 
ing. "To tackle under-recoveries we are hoping 
global prices will correct,’ says Bhide. Perhaps. 
But it appears unlikely. Instead, it might be 
worthwhile to emulate Albert Einstein's 
thought experiments: devices of the imagina- 
tion to prepare for what we might need to do 
when oil does reach $200 a barrel. 





With inputs from Puja Mehra 
srikanth.srinivas (a) abp.in 
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US should 
delink oil 


currencies 
from the 
dollar, and 
not try to 
prop it up to 
keep the oil 
bill down 


by kenneth rogoff 


DOES IT MAKE SENSE FOR US TREASURY 
Secretary, Hank Paulson to tour the 
Middle East supporting hard dollar ex- 
change-rate pegs, while the George W. 
Bush administration blasts Asian cou- 
ntries for not letting their currencies 
appreciate faster against the dollar? 
This inconsistency stems from the US's 
continuing economic and financial vu- 
Inerability rather than compelling eco- 
nomic logic. The US, instead, should 
be supporting the International Mone- 
tary Fund’s efforts to promote de-lin- 
king of oil currencies and the dollar. 

Perhaps, the Bush administration 
worries that if oil countries abandoned 
the dollar standard, today’s dollar wea- 
kness would turn into a rout. The US should be 
far more worried about adjusting its gaping 
trade deficit, which lies at the root of the recent 
subprime crisis. The administration’s multi-pr- 
onged effort to postpone pain to US consumers, 
including easing monetary and fiscal policy, 
only risks a greater crisis. It is not hard to imag- 
ine the strategy boomeranging early 2009. 

Strengthening of oil currencies (Middle East 
countries and Russia, included) would not turn 
around the US trade balance overnight. But 
they account for a large share of the world’s tra- 
de surpluses, and a weaker dollar would help 
promote US exports, even in the short run. 

More importantly, it is imperative for US 
policies to be consistent across regions. How 
can the US Treasury, on the one hand, periodi- 
cally flirt with labelling China a ‘currency mani- 
pulator’ and, on the other hand, condone a sim- 
ilar strategy in oil-exporting countries? 

Of course, one can imagine other reasons for 
US supplication to the oil states. Perhaps the 
administration worries that it cannot simulta- 
neously beg for lower dollar oil prices and help 
promote a weaker dollar. But, contrary to popu- 
lar opinion, the two actually have little to do 
with each other. Oil prices are set in a world ma- 
rket, and depend mainly on the quantities dem- 
anded and supplied by different regions, not the 
currency of payment. It is not clear that the dol- 


Hy sea the unbound economy 


Oil Currency 
Hypocrisy 


lar price of oil would evolve any differently if the 
euro were the reference currency. 

Paulson has emphasised that the US is ‘open 
for business’ from sovereign wealth funds 
(SWF). There is no cause for the US to place any 
new restrictions on sovereign investments 
beyond those it already has on trade. Besides, 
the US needs these investments to help re-capi- 
talise its weakened financial system. Even if we 
can agree on keeping the US open to SWF inve- 
stments, that is no reason for promoting excha- 
nge-rate policies that exacerbate the very trade 
imbalances that are driving the whole SWF 
phenomenon in the first place. 

Perhaps the Bush administration is worried 
that if the oil currencies strengthen too much, it 
will become expensive for the US to scale up its 
military operations in the Middle East. This, 
too, is wrong-headed. If a cheaper dollar leads 
to an invasion of US exports to the Middle East 
and rising living standards in the region, all 
parties will be far better served. 

What about the interests ofthe oil countries? 
Are they right to fear potentially catastrophic 
results from abandoning the dollar? As with 
China, these concerns are overblown. Even with 
the prevalence of dollar indexation across the 
region, exchange-rate appreciation would still 
help promote cheaper imports and higher liv- 
ing standards. As public confidence increases 
over time, dollar indexation of private contracts 
will diminish, and currency movements will 
have a greater impact on overall prices. 

More immediately, inflation across the oil 
states is soaring, with consumer price index in- 
flation in the Middle East averaging more than 
6 per cent after years of relative stability. If this 
inflation is allowed to deepen, it is likely to ef- 
fect as perniciously as the exchange-rate appre- 
ciation the regions striving hard to avoid. 

Perhaps the most positive effect of exchange- 
rate appreciation would be to develop domesti- 
cally-oriented industries, hence alleviating 
some of the region's mass underemployment. 

To be sure, there are differences between the 
oil exporters and the Asian economies. With 
world energy prices at record highs, it makes 
sense for oil economies to run surpluses, saving 
for when supplies peter out. But flexible excha- 
nge rates are still the right way for the region to 
develop a balanced economic and financial 
base. As for the US, it makes little sense to sup- 
port dollar currency pegs in any large emerging : 
market, at least until its trade balance norma- 
lises. This is no time for oil currency hypocrisy. 








The author is Professor at Economics and 
Public Policy at Harvard University. 
© Project Syndicate, 2008. 
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Surging global fertiliser prices 
are haunting India in the form 





EXECUTIVE SUMMARY 





e Soaring prices have 
pushed up fertiliser 
subsidies in India 


€ Blanket subsidies may 
not be the only way to 
help farmers 
increase productivity 
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«eee HE SOARING PRICE OF FUEL 
_~ has drastically pushed up 
—— the prices of a whole range 
of other commodities as 
well. Fertilisers are fore- 
most among them. Prices 
of chemical fertilisers — 
nitrogenous, phosphates 
and potash (NPK) — have 

ERETQM HL doubled over the past 
year, e at ifeni quadrupled over the past four 
years (see ‘Acting Pricey’ on page 41). Mean- 
while, in India, driven by a perceived compul- 
sion to maximise fertiliser supply to farmers, 
the government has raised fertiliser subsidies to 
almost Rs 1 lakh crore, more than double the 
Rs 40,000 crore it shelled out last year. 

The meteoric rise in fertiliser prices is due to 
several factors. The price of phosphates has 
risen from $365 (Rs 14,600) per tonne to 
$1,000 (Rs 40,000) in the past one year, while 
that of potassium, the other major fertiliser in- 
put, has risen from $230 (Rs 9,200) per tonne 
to $700 (Rs 28,000) in that time. The price of 
natural gas, which makes up 90 per cent of the 
production cost of nitrogenous fertilisers, has 
also shot up to touch $4 (Rs 160) a gallon earlier 








REUTERS 


this week, up from $2.87 (Rs 115) a gallon just a 
month ago. Naturally, this price rise was the last 
thing one could have wished for at a time when 
the world has barely come to terms with the on- 
going global food crisis. 

In addition, the bio-fuel boom, especially in 
ethanol, seen as a major contributor to the food 
crisis as well, is also responsible to a great extent _ 
for inflating fertiliser prices. “Diversion of fer- ` 
tilisers from food to fuel crops has certainly had 
an effect on their prices as well as the price of 
natural gas,” says Amitava H. Roy, president 
and CEO of Alabama-based IFDC, an interna- 
tional think tank working towards improving 
soil fertility and agricultural development. 
“Two per cent of the world’s nitrogen consump- 
tion last year went into producing bio-fuels.” 

Roy also attributes the rise in prices to the 
sheer neglect of fertilisers over the past decade. 
“For 10 years, there was hardly any investment 
in the sector. Then, due to the convergence of a 
variety of factors, such as the population boom, 
crop failures in different parts of the world, 
speculation in the commodities markets, and 
the bio-fuel boom, fertiliser supply suddenly 
became tight, leading to the present crisis.” 

Cartel-like behaviour by big fertiliser compa- 
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Average international prices of fertilisers 


DAP 
C&F (FOB US, 
Gulf + freight 
Tampa Mundra) 


Year 


MOP 
FOB (FSU) 


\ G 


Á 
J did 


Urea 
FOB 
(Arabian Gulf) 


2003-04 239.10 97.37 154.44 ow, the elephant in the 
wun 277.69 133.62 21555 Bua 7 cti 
; ment back home is the 
2005-06 296.04 158.75 245.77 whopping Rs 95,000- 
2006-07 329.40 172.07 256.72 crore fertiliser subsidy 
2007-08 657.57 263.27 341.20 bill for this fiscal. Some believe this 
NE figure will most likely cross the 
May '08 1,270.00 940.00 645.00 Rs 1-lakh crore mark. Union Fi- 
PS CAF: Carriage and freight; FOB: Free on board; FSU: Former Soviet Union; nance Minister P. Chidambaram, 
TCT) mmm DAP: Di-ammonium Phosphate; MOP: Muriate of Potash however, had earmarked only 


Source: Department of Fertilisers, Gol 


nies in the US has also fuelled the price rise. 
“The oligopolistic market in di-ammonium 
phosphate fertilisers has significantly pushed 
up prices,” says Ashok Gulati, Asia director for 
Washington DC-based International Food Pol- 
icy Research Institute (IFPRI). The 1918 Webb- 
Pomerene Act, which empowers a few indus- 
tries to talk with competitors about pricing, has 
come under a lot of criticism recently. The 
American Association for the Advancement of 
Science also pointed out that the recent earth- 
quake in the Sichuan province of China, which 
is a major production area for nitrogenous and 
phosphorus fertilisers, could further impact 
global fertiliser prices. 
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about Rs 31,000 crore as fertiliser 
subsidy in this year’s Union Bud- 
get. It was only on 27 May, when the Minister 
for Steel, Chemicals and Fertilisers, Ram Vilas 
Paswan, announced the new investment policy 
for fertilisers, that industry was told the fer- 
tiliser subsidy will now be Rs 95,000 crore. 
“Whatever amount the [fertiliser] industry 
needs will be met,” says Fertiliser Secretary J.S. 
Sarma. “Considering the looming global food 
crisis, it is imperative that fertilisers be sub- 
sidised.” Within minutes of the announcement 
being made, share prices of some of the biggest 
fertiliser companies, such as Nagarjuna Fer- 
tilisers and Chemicals and Chambal Fertilisers 
and Chemicals, surged by 1-8 per cent. 
The new policy also said that the industry’s 
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FOR THE FARMER? 
The benefits of 
fertiliser subsidies 
do not always trickle 
down to farmers 


Subsidy (Rs crore) 





PROMISES TO KEEP: 
Fertiliser Minister 
Ram Vilas Paswan's 
new investment policy 
has been found 
wanting by 

the industry 


Frightfully 
Steep 


Fertiliser 
subsidies over 
the years 








natural gas requirement will be met in 
its entirety by the ministry. This could 
have some dampening effect on the 
subsidy requirement. The high cost of 
naphtha, a by-product of crude oil used 
extensively in producing nitrogenous 
fertilisers, has been a major factor re- 
sponsible for the governments escalat- 
ing subsidy bill. This is why gas, which 
is much cheaper than naphtha, is being 
promoted by the government as the pri- 
mary fuel for making fertilisers. “Cheap 
gas will act as a substitute for subsi- 
dies,” says Manish Baghla, senior man- 
ager for the oil and gas practice at Pricewater- 
houseCoopers in New Delhi. 

The industry, however, is less than pleased 
with the new policy. Fertiliser companies are re- 
imbursed by the government either in cash or 
bonds to make up for the difference in the mar- 
ket price and their selling price to the farmers 
(see ‘Per Head, Per Unit’). “Profitability suffers 
because of delays in reimbursements,” says G.S. 
Mangat, chairman and managing director of 
National Fertilizers. “Because of delays, our cre- 
dit requirements and interest costs have gone 
up considerably in order to maintain liquidity. 
Bonds are not easily redeemable and mostly 
have to be sold off at discounts.” The govern- 
ment has its own point to make. “Rs 1 lakh crore 
is a huge target to meet and the government 
can't possibly meet everyone's demand in cash,” 
says Sarma. “In fact, we have proposed a lot of 
other concessions for producers to promote de- 
livery of stocks to the interior areas as well.” 


AMIT VERMA 


eee nsurprisingly, the gargantuan sub- 
za sidy regime has been heavily criti- 
— cised for its impact on the country's 
n fiscal deficit. There has often been 
—- debate in policy circles about revising 

the method of subsidy from reimbursing manu- 
facturers to doling out cash directly to farmers. 
Under the chairmanship of Y.K. Alagh, econo- 
mist and former member of the Planning Com- 
mission, a committee formed by the Ministry of 





Per Head, Per Unit 
Average estimated subsidy on different fertilisers 
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Chemicals and Fertilisers in the year 2000 had 
proposed a system of direct cash transfers to 
farmers. The need for such a system is necessi- \, 
tated by the fact that only a portion of subsidies 
intended to help farmers actually trickles down 
to them. M. Govinda Rao, director of National 
Institute of Public Finance and Policy in New 
Delhi, had done a study in 2004 that showed 
that only 62 per cent of fertiliser subsidies reach 
farmers. “That was four years ago, says Rao. 
“With the sharp increase in feedstock prices, I 
wonder if any part of these subsidies would ac- 
crue to them [farmers] now.’ 

Policy makers, however, do not consider cash 
transfers to be viable. "There are too many ad- 
ministrative bottlenecks involved in reaching 
out to 106 million farmers every season,' says 
Sarma. “Another proposal made by a lot of peo- 
ple is giving subsidies to the dealers, but the 
same problem exists there too.” Gulati of IFPRI 1 
is not convinced. “If the Rs 60,000-crore farm 
loan waiver can be implemented, so can cash 
transfers,” he says. “The current system is highly 
opaque and it is just not clear who is getting the 
maximum benefit out of subsidies." P.S. Gah- 
laut, managing director of Indian Potash (IPL), 
concurs. “Subsidies can't be sustained,” he says. 
“Giving cash to farmers would empower them 
to make correct decisions about buying the 
right fertilisers in the right quantities.” 

The subsidy regime has resulted in indis- 
criminate use of fertilisers, leading to potential 
environmental hazards. “Just because urea is 
cheap, farmers end up using it for almost all 
crops, even though it may not be very efficient 
for a lot of cereal crops.” says Roy of IFDC. As a 
consequence, the response of soil to fertilisers is 
going down. “In some places, such as Punjab 
and Haryana, the per hectare usage of chemical 
fertilisers is as much as 300 kg, while in others 
it is only 50 kg,” says Gulati. “The government 
needs to take mitigating measures to restrain 
haphazard usage of fertilisers.” 

Organic fertilisers are, therefore, considered 
by many as a potential supplement to chemical 
fertilisers. Devinder Sharma, a New Delhi- 
based food policy analyst, is 
of the extreme view that 
chemical fertilisers should be 
completely done away with. 
“They are not adding to soil 
productivity in any way, and 
are creating a plethora of en- 
vironmental problems,” he 
says. Others, however, take a 
more moderate view. “Doing 
away with chemical fertilis- 
ers is not a solution,” says 
R.K. Tewatia, chief of the 
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The Mbsadotion of POESIE fertilisers 
dn India today far outweighs that of either 
! atic or potassic ones and its produ- RASCAL 
ien is a highly energy-intensive process. - 
|n India, the primary fuel used for this has 
. usually been naphtha. Although natural - | JOHN MILLER 

gas is a good alternative, its sustainability Executive Attire 

is debatable. A cost and energy-efficient 


model would require that fertiliser plants | Make it look easy 
.— be built or relocated to locations in, or Bo 
near, oil-producing countries or Indian- x 
owned oil refineries overseas, mainly in S Shirts | Trousers | Suits | Jackets | Ties 
Africa and the Middle East. It would re- ice 
duce the state's import bill as well as its — 
carbon footprint. But not all are convinced — 
about its viability. "It is unlikely that any - 
oil producer would be willing to use their 
: naphtha to produce fertilisers when they - 
can export it at high prices,” says Manish 
Baghla, senior manager of oil and gas 
practice at PricewaterhouseCoopers. An- - 
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treating their carbon dioxide emiss 
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agri-sciences department of the Fertiliser Asso- 
ciation of India. “Chemical and organic fertilis- 
ers should be used together for a synergistic ef- 
fect to maximise soil productivity.” 

It is apparent that as long as blind fertiliser 
subsidies continue, blind usage of fertilisers by 
farmers will also continue. It is important for 
the government to realise that more fertilisers 
do not necessarily mean greater productivity 
and bigger harvests. Indeed, the averages for ef- 
ficient utilisation of fertilisers in India are 
abysmal. “The use efficiency of urea in India is 
merely 30 per cent as most of it either goes too 
deep into the soil rendering it useless, or it gets 
evaporated,” says Gahlaut of IPL. One of IFDC's 
initiatives in Bangladesh, called ‘Deep Urea 
Placement’, “uses 40 per cent less urea and pro- 
duces 25 per cent more rice’, says Roy. 

While a direct cash transfer scheme may ap- 
pear to promise improved productivity, its ad- 
ministrative hurdles are certainly an inevitable 
consideration. But it is imperative that farmers 
are made aware of the properties of different 
nutrients and what would suit their crop and 
weather patterns best. It is up to the govern- 
ment to enable this. Only then, perhaps, will In- 
dia's second Green Revolution become possible. 
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Sound 
The Siren 


by rajeev dubey 


INDIA INC IS IN A DENIAL MODE OVER THE grow- 
ing incidence of bad news all around. Its col- 
lective demeanour reminds me of Muham- 
mad Saeed al-Sahhaf , the infamous 
spokesperson of the Saddam Hussein 
regime who — during the height of the US 
invasion into Iraq — would make expressive 
statements on live TV about how the Iraqi 
army was hacking the US cavalcade into 
pieces like a snake in the desert. And the US 
army was right outside Baghdad. I may have 
exaggerated a bit there, but the crux of the 
argument is still valid — that corporate India 
is keeping its stakeholders blissfully un- 
aware of how badly their businesses have 
been hit by the slowing economic activity. 
India’s industrial production has declined 
month after month from 11.7 per cent in Jan- 
uary 2007 to just 5.3 per cent in January 





Why is 
corporate 
India hiding 
how badly 


sector confided to me that even if some 
members of the association would like to 
come out in public about the impact of the 
US slowdown, the association's board is pre- 
venting them from making an ‘alarmist’ 
statement. The reason: whoever cries first 
may end up losing business because the 
company will be seen as a weak outfit to out- 
source to. 

These stories are true for sector after sec- 
tor. Consumer durables sales have slowed 
down, car sales have slowed down and two- 
wheeler and three-wheeler sales saw nega- 
tive growth of 7.92 per cent and 9.7 per cent, 
respectively. Overall auto sales fell 4.7 per 
cent. Yet, such overcautiousness on the part 
of companies is a serious cause of worry. 

The reality could shock everybody when 
the current quarter's results are declared by 
the end of this month. Firms with inherent 
strengths in economies of scale and inte- 
grated operations may be able to last a little 
longer, but for how long? Next quarter's 
mandatory disclosures are just 3 months 
away. Sudden bad news could send an al- 
ready nervous stockmarket into a tailspin, 
driving away small investors yet again. 

This shock treatment is avoidable. Even 
though companies can get away by citing 





2008, but nobody has pressed on the siren businesses that disclosure of financials is mandatory 
because it hurts everybody and yet nobody in have been hit only quarterly, but in times like these, isn't it 
particular. The small and medium enter- " their moral responsibility to apprise all the 
prises who have lost 30-60 per cent of their by slowing stakeholders about any dramatic changes in 
business over the past 18 months have been economic the economic milieu in which the company 
hurt the most, don't really have a powerful TL, operates and the exact state of its own bal- 
voice at the national level. The bottom half of activity . ance sheet more frequently? Perhaps, even 


the industry — comprising the small and 

medium players — is already termite-ridden 

and is struggling for survival. As interest rates continue to 
climb, banks' lending has suffered, raising their cash pile of 
undeployed funds. But no bank has, as yet, come forward on 
its own to apprise its stakeholders of the situation. 

Services sector, though doing well comparatively, will not 
be able to maintain in the current quarter, the 40 per cent- 
plus growth its shareholders have got tuned to hearing. The 
bottomline is the slowdown in the US has hit the IT sector 
very badly. It's impairing outsourcing to India but industry 
bodies haven't made one realistic statement about the exact 
situation. While the US slowdown of 2000-01 helped the In- 
dian IT sector, this one hasn't. Talk to any IT company and it 
will tell you how fast enquiries are drying up. Despite ram- 
pant attrition, almost every IT firm has slashed its hiring 
plans by up to 30-50 per cent, but they are chary of declaring 
that they have been hit by the slowdown. 

Recently, the president of a national association in the IT 


monthly! Yet, nobody is doing it because of 
the fear of sounding alarmist. 

But anybody associated with a large company's business 
has a right to know. All it requires is one corporate bigwig to 
admit the reality. 

The nature of the herd is such that others will start hum- 
ming immediately. Whoever does it first would be doing a 
big favour to the millions of shareholders, industry brethren 
and business partners, many of whom are either investing in 
stocks or investing in their businesses in the hope of an early 
uptick. A reality check would help them slow down their 
plans. Those investing in stocks may want to hold on for a 
while and those taking loans at high rates of interest to in- 
vest in businesses may want to desist from drowning in debt 
till the economy stabilises. The earlier the situation comes 
out in the open, the faster its solutions would be found. Hid- 
ing the reality under the carpet isn't the best course for now. 
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Deal And 


Sun 
Pharma 
is not 
giving up 
on the 
Taro deal 


PATIENT PLAYER: 
Dilip Sanghvi is 
confident on completing 
the merger 


No Deal 


by Noemie Bisserbe 


DILIP SHANGHVI, CHAIRMAN AND MANAGING DI- 
rector of the Rs 3,461-crore Sun Pharmaceuti- 
cal Industries, India's fourth largest pharma 
company, seems to have a knack for getting into 
trouble. His strategy of buying distressed assets 
at a discounted price backfired when he 
acquired Detroit-based Caraco Pharmaceutical 
Laboratories and had a run-in with some share- 
holders and independent board members in 
2004. Now, Shanghvi is in an another face-off 
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pharmaceuticals 


with Israel’s Taro Pharmaceutical Industries. 

When Sun agreed last year to buy Taro, the 
Mumbai-based drug maker thought it could 
swiftly win over Taro's other stakeholders. In- - 
stead, the fight between Sun and Taro's minor- 
ity shareholders has only gathered momentum. 
Last week, Taro's Chairman Barrie Levitt who 
had been working with Sun to make the merger 
go through, announced his decision to termi- 
nate the agreement. In a letter to Shanghvi 
dated 28 May, Levitt wrote: “Continuing the 
$7.75 a share merger agreement more than 12 
months after it was signed no longer makes 
sense.” Levitt also offered to buy back the 34.4 
per cent stake Sun already holds in Taro. 

In his rebuttal, Shanghvi replied that Taro 
wasn't "entitled" to terminate the merger agree- 
ment. ^I am very disappointed that you have 
chosen to take this public step without engag- 
ing in any meaningful discussions with Sun,” he 
wrote. From there on, it has been a web of in- 
trigue. While Levitt thanks Sun for its new offer 
at $10.25 per share, Shanghvi says such an offer 
was never approved by Sun’s board. In yet 
another crossfire, Taro says its efforts over sev- 
eral months to negotiate a revised merger 
agreement were rejected by Sun, while 
Shanghvi claims to have sent a draft of a revised 
merger last February. Finally, Levitt concludes 
that, in light of Taro's “dramatic turnaround”, 
the price offered by Sun is inadequate. To which 
a sour Shanghvi replies that “If not for Sun's 
cash injection last year of about $60 million, 
Taro would have virtually run out of cash.” 

The reason why Sun wants Taro so badly is 
because it's a perfect match with its own portfo- 
lio. "Taro has a portfolio of branded and non- 
branded dermatology products, a therapeutic 
segment where price erosion remains relatively 
low, and where Sun has no presence,” says 
Sarabjit Kaur Nangra, vice-president for re- " 
search at Mumbai-based Angel Broking. Be- 
sides, Taro's US business, which accounts for 80 
per cent of the company’s revenues, could boost 
Sun's own $350-million business there. Sun 
Pharma had agreed in May 2007 to buy Taro for 
$454 million, or $7.75 per share. The agree- 
ment had ended in a long wait for Sun, which 
had been on the prow! for acquisitions for some 
time to strengthen its position in the US. 

But Suns plans hit a roadblock last July when 
a section of Taro’s minority shareholders — 
Brandes Investment Partners and Franklin 
Templeton — who then held a 16 per cent stake 
in the company, announced that they would 
vote against the merger, saying the price offered 
by Sun was too low, and the merger against the 
interest of minority shareholders. Sun needed a 
75 per cent minimum acceptance. But the cru- 
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cial Annual General Meeting, repeatedly post- 
poned by Taro, was finally never held. For now, 
Sun seems at a loss. "We do not understand 
Taros position,  reiterates a company 
spokesperson. A detailed questionnaire sent by 
BW to Taro's spokesperson remained unan- 
swered. But when both parties seem to agree 
that the initial contract at $7.75 no longer 
makes sense, what are they fighting for? 

At stake may be an option letter agreement, 
which was signed concurrently with the merger 
agreement. According to Taros filings, the letter 
gives Sun the option, exercisable for 30 days fol- 
lowing termination ofthe merger agreement, to 
purchase all Taro shares controlled by the mem- 
bers of the Levitt and Moros families at $7.75 
per share. Along with Levitt's very public letter, 
Taro has filed last week an action with a Tel- 
Aviv district court, seeking a declaratory ruling 

‘that would prevent Sun from pursuing Taro 
promoters' shares under these conditions. 

“Ifthe court rules in its favour, Sun could pur- 
chase Taro’s promoters’ stake at $7.75, and then 
if needed offer a higher price to remaining 
shareholders to gain total control of the com- 
pany,’ says a Mumbai-based senior analyst, who 
did not want to be named. 

Sun still has another option to tighten its grip 
on Taro. When the agreement was signed, Taro 
issued 6.8 million warrants convertible at $6 
per share to Sun. While Sun already exercised 3 
million of these warrants last July, it can still 
convert the remaining 3.8 million warrants it 
holds. If Sun exercises these warrants and buy 
the promoters’ stake, it would hold a 51-52 per 
cent stake in the Israeli company. Besides, 
Taro’s promoters hold all of the company’s 
founder shares, which gives it a 67-68 per cent 
voting rights in the company. | 

Sun Pharma may also sue Taro for wrongful 
termination of the agreement. "We are consid- 
ering all our options, including legal action, 
says Sun's spokesperson. However, Ranjit Ka- 
padia, president for research (Private Client 
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Group) at Mumbai-based brokerage house 
Prabhudas Lilladher, feels that is unlikely. 

Even now, Sun can walk away from the deal 
and make a tidy profit. The average cost of Sun's 
stake in Taro is of about $7.2 per share. Taro’s 
shares, listed in the Pink Sheets electronic quo- 
tation system, have gone up by 15.6 per cent to 
$9.5 since Taro’s announcement of its provi- 
sional results last February. So, even if Sun 
backed out now, it would record a profit of 
about $32 million on its current investment. 

Addressing shareholders last Friday, 
Shanghvi said he was confident that Sun would 
complete the acquisition. Onlv it may cost more 
than expected, argue analysts. Shanghvi's stock 
defence is a three-word sneer: “Just be patient’. 
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RBI’s stric- 
tures on 
Sahara put 
a question 
on its 
survival 





Tews 


By BW Bureau 


THE RESERVE BANK OF INDIA'S DECISION TO RING 
the death knell for Subrata Roy's Sahara India 
Financial Corp. (SIFC), the country's largest 
residuary non-banking finance company 
(RNBC), appears to be rooted in the fear ofa US 
subprime type of crisis occurring in India. 

That RBI took the decision to bar the politi- 
cally powerful SIFC, with deposits of Rs 18,000 
crore, from accepting publie deposits at this 
time, when the country is preparing for a gen- 
eral election, indicates the severity of the prob- 
lems in the company's balance sheet. Had the 
company defaulted on its deposits, it would 
have created a furore in politically important 
Uttar Pradesh, where many of the Lucknow- 
based company's 42.5 million depositors live 
and vote. 

RBI's announcement came just hours before 
BW went to press, and Sahara India Financial 
did not respond to BW’s request for comments. 
But the company, which prides itself as an icon- 
oclastic and unique company (its employees say 
“Good Sahara" instead of "Good morning”), has 
been aggressive in its defence. In a statement, 
the company has said the RBI's decision is 
“legally unsound and is wanting in prudence 
and application of mind", and has assured de- 
positors that their deposits are "secure as per 
the Reserve Bank of India guidelines”. Sahara's 
chairman, the enigmatic Roy, who goes about 
surrounded by a bevy of women in identical sa- 
rees and who himself wears the Sahara 'uni- 
form of black pants, white shirt and black com- 
pany tie as other employees, is said to bein New 
Delhi drumming up support for the company 
he built from scratch over a two-decade period. 
But no one seems to be listening. The end of Sa- 
hara India Financial, sources say, is nigh. 

The decision to strike against a company that 
indirectly employs about 30,000 people, and 


whose logo adorns the Indian cricket team's jer- ` 


sey, could not have been easy. RBI deemed it 
necessary after Sahara "continuously" violated 
norms aimed at reducing the risk of RNBCs, or 
'chit funds' as they are colloquially called, from 
defaulting on their deposit liabilities. 

. The chairman of a private sector bank, who 


did not wish to be named, felt RBI's action was 
in order. "Technically, this is a retail NBFC, 
which is not permitted any more,” he says. "The. 
RBI action is in the best interest of depositors to 
bring Sahara from a non-regulated environ- 
ment into a regulated environment. If the busi- 
ness of banks — which take deposits directly 
from the common man — is being regulated so 
heavily, there is no reason why RNBCs should 
not be so regulated." 

Sahara India Financial-type RNBCS, unlike 
non-banking finance companies (NBFCs) 
whose deposits are linked to their assets, have 
no limit on the amount of money they can ac- 
cept from depositors. To mitigate the risk of 
RNBCs over-leveraging themselves and de- 
faulting, the Reserve Bank has been progres- 
sively tightening its grip on them. In 2004- 
2005, RNBCs were restricted to investing only 
20 per cent of their deposits at their own discre-” 
tion. This was reduced to 10 per cent the follow- 
ing year, and 5 per cent by the end of last year. In 
April last year, RBI barred RNBCs from mak- 
ing any discretionary investments and forced 
them to invest their deposits exclusively in gov- 
ernment bonds, other banks, and corporate 
bonds with ratings of AA+ and above. 

Since RNBCs have to offer minimum interest 
rates to depositors, which are usually as high as 
3.5 per cent for daily deposits and 5 per cent for 
fixed deposits, investing in low-yielding govern- 
ment securities gave the RNBCs little or no 
margin for profit. Yet, SIFC kept accepting de- 
posits, raising fears in the financial markets 
about the health and nature of the company's 
investments. It was feared that a default by 
SIFC, or any of Indias weaker cooperative 
banks and non-banking financial companies, 
could trigger a wider market meltdown. (After 
the collapse of Bear Stearns triggered the sub- . 
prime crisis in the US, BW did a series of arti- 
cles that examined which industries and/or 
companies could trigger a similar problem in 
India. In the article that focused on the Indian 
banking sector — ‘Indian Scene Different’, BW, 
21 April 2008 — we found that while India's 
major banks were safe, the state of several coop- 
erative banks and non-banking financial com- 
panies was worrying.) 

In 2005-06, the last year for which SIFC's fig- 
ures are available, the company had deposit lia- 
bilities of close to Rs 20,000 crore on an equity 
base of just Rs 93 crore, preferential capital of 
Rs 300 crore, and reserves of Rs 314 crore. This, - 
coupled with charges that the company was in- 


volved in tax evasion (SIFC's 2005-06 balance | 


sheet mentions a disputed income-tax demand - 
of Rs1,945 crore) led RBI to launch investiga- 
tions. It appointed audit firm KMPG to conduct 
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a special audit on the company's books, but 
never made the findings public. RBI then is- 
sued Sahara India Financial with a show-cause 
notice, followed by a personal hearing and writ- 
ten submission. After examining the company's 
submissions, RBI says it decided to act *to pro- 
tect the interests of depositors" as it found Sa- 
hara in violation of numerous norms. These in- 
clude: (a) The payment of minimum rate of 
interest to depositors [para 5 of RNBC (RB) Di- 
rections, 1987] (b) Asset-liability management 
guidelines stipulated in Company Circular 15 
dated June 27, 2001 (c) *Know your customers" 
norms for opening deposits and failing to inti- 
mate depositors while their deposits matured, 
and (d) Maintenance of directed investments in 
[para 6(1)RNBC (RB) Directions, 1987]. 

Though RBI may well have prevented SIFC 
from becoming India's Bear Stearns, the possi- 
bility of the company holding distress sales of 
its securities could still hurt the bourses. 
Though RBI has said that Sahara could con- 
tinue its other businesses in mutual funds, in- 
surance, real estate, entertainment and media, 
it is unclear how these businesses will now run, 
as it is widely speculated that their funding 
came from SIFC. 

But why the Reserve Bank did not act earlier 
against SIFC is also being questioned in finan- 
cial circles. The group was known to be close to 
politicians Amar Singh and Mulayam Singh Ya- 
dav of the Samajwadi Party, but Roy reportedly 


had a progressive falling out with them over the 
past three years. 

Apart from Sahara, there are two other RN- 
BCs operating in India — the Kolkata-based 
Peerless General Finance and Investment Com- 
pany, and Disari India Savings & Credit Corpo- 
ration. Peerless has its own troubles. In the 
early 1990s, its then chairman, P.C. Sen, who 
had become a financial icon by bailing out 
bankrupt state governments, was sacked over 
irregularities. But the company was let off after 
it agreed to a restructuring plan that it says it is 
currently completing, and Peerless will not have 
to stop accepting deposits until 2011. 

Sahara insists that RBI's current action 
against it is “vindictive”, and that SIFC had also 
agreed to sort out all pending issues with the 
RBI in good faith. Now, the company says it will 
approach the courts to protect its rights. Mean- 
while, SIFC remains prohibited from accepting 
new public deposits and renewing old ones. The 
company must repay all deposits at their agreed 
rate of interest when they mature and cannot 
treat any non-payment of instalments by depos- 
itors as default. The company has also been or- 
dered to lodge all the securities it holds with a 
designated bank for custody. 

How this case pans out will be significant to 
the future of all RNBCs and corporate financial 
governance in India. 
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IN TROUBLES DEEP: 
Subrata Roy claims 
that RBI's action is 
"vindictive" 


a Conversation 


‘Regulators shouldnt 
constrain’ 


WHEN THE ENRON ACCOUNTING SCANDAL SHOOK 
the world, Samuel A. DiPiazza Jr, CEO of au- 
dit and advisory firm Pricewaterhouse- 
Coopers (PwC), came out strongly in favour 
of greater accountability in financial report- 
ing to prevent such debacles in the future. He 
supports the need for a strong regulator who * 
‘an provide the framework for discipline 
and good behaviour in the marketplace, 
without being restrictive. 

DiPiazza, who has been with PwC for 34 
years, serves as a trustee of the International 
Accounting Standards Committee Foun- 
dation, and is the chairman of the World 
Business Council on Sustainable Deve- 
lopment and an executive member of the In- 
ternational World Business Council of the 
World Economic Forum. 

Recently in India, DiPiazza spoke to BW's 

about the changing 
business landscape, and the move towards a 
common global accounting standard. 
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Ive been: in this profession for 35 years 

yw. We've changed more in the past 

ars than in the first 30 of my career. The 

cus of the regulator and investors on the role 

'the auditing profession and its 

responsibility has increased dramatically. But 

~~ the world has also changed in terms of 

-.:: globalisation, complexity, more risk, 

- sophistication and liquidity. All these have led 
to changes in the marketplace, and the 

. profession of auditing has also changed 

. "because of that. I took on the job of the CEO 

|... two weeks before Enron collapsed and it has 

... been an interesting run so far. Back in the 

1990s, the marketplace was focused on 

1. revenue growth, and there was an obsession 

with creating wealth. There was hardly any 

importance attached to transparency. But the 

< "changes in the early part of the decade have 

brought about developments that will do well 

_ for both the market and the profession. It has 

~~ forced us to become even more committed to 
^ quality and independent thought. 





a To what extent has globalisation 
= impacted your r business? 
a Well, the marketplace has become more 
a = global, and in the past 5-10 years we 
have seen the emergence of newer, stronger 
= markets such as India, Brazil, China, Russia, 
Turkey and Mexico with numerous 
..- opportunities. And proof of the fact is in the 
— growth of a lot of companies in these . 
geographies. All of this has done wonders to 
.. our profession and opened up newer markets 
for us to grow in. 
_. In India, we have been averaging about 30 
.. per cent growth for the past several years and 
| we expect it to continue in the range of 25-35 
percent in the next 3-5 years. In fact, we 
-. intend to double our business in India in the 
‘next three years. Also, our clients have begun 
realise that they need to understand and 
control risk. For that, we need to set in place 
processes for them to manage risk effectively. 
So, now we are in the profession of insurance 
and risk. 














"Today, 80 per cent of our business is in 
a the developed world, while 20 per cent 
| developing economies. That is a reflection 
"the capital markets and where the GDP of 
e world is. But that ratio will gradually keep 
oving to 75:25, 70:30 to 65:35 in the next 5- 


10 years. It will depend largely on how well the 
developing economies manage their growth, 
how well India manages the stress of growth, 
deals with inflationary pressures, tackles the 
challenge of infrastructure and yet produces 
the talent to grow. If that happens then the 
ratio will move faster. We're still growing very 
well in the developed market, averaging close 
to 10 per cent year-on-vear growth there. But 
developing nations are growing at an average 
of 25 per cent for us. We continue to see 
enormous growth potential in places like 
India, Africa and Latin America. 


s Given that the global economy is 

s slowing down, what is PwC's outlook? 

„ Clearly, the global economy is showing 

r signs of slowing down. But we are not as 

convinced as some others that the world is in a 
deep cycle of recession. Financial services are 
facing a problem, and real estate in most 
markets is in recession. But most other 
industrials are performing well. It is a painful 
cycle indeed, but we can work through it if we 
have some good policies. According to us, 
growth in India and China will slip a little. But 
considering that it is a drop from 9 per cent to 
7 per cent, they will still be doing very well vis- 
à-vis the US, which is at 1 per cent. 


Your 2008 CEO Confidence survey 

Q: a shows Indian CEOs displaying 90 per 
cent confidence about growth in the next 12 
months. That goes contrary to the slowdown. 
A: That was in November-December 2007. 

sw Yes, there was lot of enthusiasm. In fact 
even Russians went up from 35 per cent in the 
previous year to the high '70s. Now, though, 
the enthusiasm has dampened a bit in India 
due to inflation and challenges in the 
marketplace. But, overall, the Indian CEO is 
an optimistic leader. That is a huge asset in 
this country. And he has every right to be 
optimistic, since the market has enormous 
potential. But yes, the 90 per cent figure is no 
longer the standard, it has slipped. 


Will the accounting world continue to 
Q: " be dominated hy the Big Four (Deloitte, 
Touche Tohmatsu, KPMG, Ernst & Young)? 

a No. There are some very good firms 

: apart from the big ones, such as Grant 

Thornton International, BDO International, 
or Mazars in France. These are very capable 
firms that service a different segment of the 
market. They, at times, play to larger 


companies, while we at times cater to the SME 


space. But it's difficult to replicate what we 
have built over 150 vears. We are present in 
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1849, London (firm 
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Professional 
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"Andersen 
was a great 
firm. It did 
not need to 
fail, and it 
was a tragedy 
that the US 
Justice 
Department 
put them out 
of business" 


more than 147 countries with close to 150,000 
people. And we have deep technical skills in 
every single one of the regulatory 
environments. No mid-size company can 
replicate that. And I don't think it's even smart 
to do so. The profession will not be governed 
by five or six companies. There is enough 
space for all of us to operate together. 


Y, Do you see more consolidation in 

s this profession? 

„ât the top end, I don't think so. You 

a should understand how we went from 
eight to four. At that time, all of us were good 
in one market, and not so good in another. We 
didn't have scale, and we did business in places 
most people would never visit. But none of the 
eight were truly capable globally. Then we 
were reduced to five, and we had all honed our 
capabilities. Then we lost one. We have great 
fear that we could lose another some day. But 
four firms is a lot of competition. And we also 
offer plenty of choice. 


Q a Would Arthur Andersen have survived 
a the Enron mess if they had merged 
with PwC? 

a Andersen was a great firm. It did not 

s need to fail, and it was a tragedy that the 
US Justice Department put them out of 
business. They shouldn't have done that. But 
please understand, Andersen didnt fail 
because of Enron. They made a series of 
discreet decisions over a period of time on how 
they were going to deal with tough technical 
questions. They made mistakes. Not all the 
80,000 people but a handful of them, which in 
the end cost them their firm. 


a How important is the role of a good 

s regulator in this profession? 

s Generally, the marketplace is the best 

# regulator. But yes, there is a need for a 
strong regulator. Not one who constrains, 
restrains and reduces the opportunity, rather 
one that provides a solid framework for good 
behaviour. The US has a very robust system; in 
fact, maybe a little too robust. That's why you 
saw the London model gaining favour. India 
will have to develop its own model. 


f", To what extent can fraud he prevented 
Q: by auditing firms? 

A , Accountants and auditors prevent fraud. 
yaa everyday. That is ingrained in the very 
nature of our job, and in the level of scepticism 

we bring to the review. We have a thorough 
knowledge of the processes and our clients, 
and we create a certain amount of discipline 





within the company. We help prevent fraud 
from taking place on a regular basis. But we 
can't guarantee that we will not miss some 
fraud. We are not forensic investigators, and 
companies don’t like paying us all the time to 
keep checking their processes and every single 
transaction they undertake. Realistically, no 
auditor can detect all fraud. 
j ry a 90 what are the basic tenets necessary 

f u for survival in your industry? 

| , For us, sustainability is about people. It's 

s» about access to the right kind of people, 

and creating an environment where they want 
to stay at PwC for their careers. There should 
also be absolute commitment to quality and 
integrity, to independert thought. 


a 15 the auditing industry also facing a 

e talent crunch? 

a That problem is everywhere, and in 

s every company. For us, we are in an 
unusual business, because we are purely an 
intellectual business. The only thing we sell is 
our intellect. And attracting very smart people, 
especially in markets such as India where the 
demand is very high, is very critical for us. It's 
true in markets such as the US, Russia and 
India. It's all about getting the right people 
and investing in them. 


a And how many women make it to the 
Q a leadership roles in your profession? 
A a This year’s class of 500 partners who 

# will join us has about 23 per cent 
women. In different countries, the women 
count is different. For instance, 35 per cent of 
our hires in India are women. That ratio is 58 
per cent in China, while its 18 per cent in 
Switzerland. It's a reflection of their culture, 
their university systems, etc. But the number 
of women who translate into senior partners is 
low. Our aim is to get 30 per cent of partners 
worldwide to be women. 


f w common set of accounting standards? 

Ñ „Capital markets are global and there 

ah u needs to be one consistent language to 
interpret them across the globe. One based on 
principles, but consistent. Today, we have one 
common language, namely the IFRS or the 
International Financial Reporting Standards, 
being used in more than 100 countries. India 
will be joining us in 2011, and it is a big step 
for us. In the next decade, we will have only 
one language, IFRS. The US GAAP (Generally 


Q: And finally, how close are wetoa 


. Accepted Accounting Principles) will even- 


tually go away and the US will also use IFRS. 
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world environment day 





PECIAL PROMOTION FEATURE 


BUILDING A LOW 
CARBON ECONOMY 





Stop using the atmosphere as a dustbin and kick the carbon habit is 
the message this World Environment Day 


exttime you use the electric 
powered treadmill, just stop 
to think about the climate 
footprint you are leaving. 
Climate change experts say 
that jogging around the park rather than 
on an electric powered treadmill can cut 
an individual's carbon emission by 1 kg! 
And if you run a company, the World 
Bank suggests that replacing the old boilers 
or upgrading the lighting systems will 
have prompt payoffs in energy reduction. 
Simple practices like these by individuals 
and companies around the world can make 
tons of difference to the global carbon emission 





level. On a larger scale, companies and 
countries need to adopt green practices 
to reduce greenhouse gas emissions. 

On June 5, this World Environment Day, 
thousands of people around the globe 
have taken a collective pledge to kick the 
habit and work towards a Low Carbon 
Economy. Nations meanwhile are still 
deadlocked in a contentious developed country 
versus developing country debate, such 
as the one seen at the Bali Conference on 
Climate Change in December 2007, where 
180 countries met to decide a future course. 

However, the time for discussion is over. 
It's time for action. For, unchecked, climate 


change apart from the environmental 
catastrophes it brings in its wake will also 
result in severe economic losses for nations. 
One estimate suggests that unchecked 
climate change can lead to 5 per cent loss of 
global GDP each year, now and forever. Inthe 
words of Achim Steiner, executive director of 
the United Nation’s Environmental Prog- 
ramme (UNEP), “A failure to act will lead to a 
significant disruption of the global economy- 
the recessions of the past and the present 
will be as nothing to those of the future.” 

On the other hand, the Intergovernmental 
Panel on Climate Change (IPCC), established 
by UNEP and the World Meteorological 
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World Environment Day, 5th June, 2008 


The temperature is dangerously rising 


Do we need to explain, who's responsible for it? 


The Carbon Dioxide (CO,) is the major green house gas responsible 
for Global Warming and Climate Change and other environmental 
problems world wide. The increased emissions of the gas is an outcome 
of our lifestyles. Increasing number of vehicles, high consumption of 
electricity are few vitally important factors that are polluting our 
environment. On the occasion of World Environment Day 5th June, 
2008, can we pledge to review our lifestyle to reduce pollution? 


De-carbon your life 


Plant and Nurture Trees e Avoid waste of water and Power by switching off lights, fans, 
refrigerators, coolers, air conditioners etc. when not needed 
e Use Compact Fluorescent Lamps(CFL) e Use water saving efficient toilets or make 
adjustments (i.e. a gallon jug in the toilet tank) to conserve water e Rain Water 
Harvesting is very effective as an alternate water supply source e Save paper by using 
both sides, use recycle papers e Save oil and energy e Use CNG (Clean Fuel) to avoid 
air pollution e Use public transport system like local trains and buses, to reduce number 
of vehicles on the street e Utilise renewable energy sources of power like solar system 
etc. e Adopt green building technology e Segregate household garbage and make 
compost e Don'tlitter, use dustbins e Use easily dissolvable Jute or Cloth Bangs e To 
understand how to dispose electronic waste properly contact Maharashtra Pollution 
Control Board (www.mpcb.mah.nic.in) 





Shri Sham Lal Goyal, /AS, 


Secretary, Environment Dept. 
Government of Maharashtra 


Use Public Transport to reduce 
no of private vehicles on the street 





The purpose of World Environment 
Day is to focus worldwide attention onto 
the importance of the environment and 
stimulate political attention and action 
The event seeks to give a human face 
to environmental issues; and advocate 
partnership which will ensure that all 
nations and people enjoy a safer and 
more prosperous future. 

The World Environment Day slogan 
for 2008 is Kick the Habit! Towards a 
Low Carbon Economy. Highlight 
resources and initiatives that promote 
low carbon economies and life-styles. 

























Shri Vilasrao Deshmukh Shri. R.R. Patil Shri Ganesh Naik Shri Ravindra Patil 


Perm X" Hon'ble Minister for Environment, Hon'ble Minister of State for Environment, Forest, 
Hon. Chief Minister, Maharashtra Hon. Dy. Chief Minister, Maharashtra Cerin & Labour Public Works Department and Tribal Development 
Government of Maharashtra Government of Maharashtra 


Sanjay Khandare, /AS 


Avoid pollution, save environment Member Secretary 


Maharashtra Pollution Control Board 
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At Mahindra, —— 
the cust omer | | 


Right after ~ 


Mother Nature. | 











« z We keenly understand that protecting our ecosystem is in the best interest of our customers. That's why, 
D | : through all our products, innovations and initiatives we strive to mitigate Climate Change and safeguard 
o the environment. 

2 Eco-innovative Green Vehicles. | But what does that really mean on the ground? It means hybrid, electric and 
2 biodiesel vehicles for Indian driving conditions. It means the world's first hydrogen powered 3-wheeler, as well 


: ; -as an electric powered 3-wheeler which has picked up the Golden Peacock Eco-innovation Award. It also 


c ~ means the launch of India's first biodiesel tractor to make farming more eco-friendly. 


— Greener Homes fora Better Climate Mahindra Lifespaces, the real estate division of the group, is the first to 
| s introduce green homes to India. For which the company has applied for LEED - CS precertification as per United 
| . States Green Building Council (USGBC) guidelines. 

t. Grassroots Conservation | But that’s not all. Our eco-consciousness extends to all of the group's processes, 
v ‘and down to each employee. For instance, the Mahindra Kandivili Plant has won the noted National Energy 
-.. Conservation Award four times in a row. Our Zaheerabad Plant is completely self-sufficient in water consumption 
y . through recycling and reuse of waste water. While Mahindra's 'Hariyali' initiative has galvanised Mahindra 


v . employee to plant a million trees by 2008. 







Real inmates at make a real difference, All in the cause of mitigating Climate Change and d establishing a 


sustainable society on this planet. - 
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- a r Organisation, has estimated that combating 
.... dimatechange may costas little as 0.1 or 0.2 
percent of global GDP a year, over 30 years. 


-" According to Dr. R.K. Pachauri, who chairs 

-the IPCC, Indiaislosing 10 percent of its GDP 
-on account of air pollution and degradation 

. Ofnatural resources, and the agricultural output 
is also likely to reduce due to solid degradation. 
Dr. Pachauri warns that the impact of global 
warming could lead to an increase of earth 
temperature ranging from 1.8 degree Celsius 
to 4 degree Celsius inthis century. 

So, the question is how do you check 
the problem? 

World over, this is a problem that has been 
studied by many and several experts have 
come forth to point the way forward. For 
instance, in their recommendations on how 
to stabilise atmospheric CO, at non-dangerous 
levels, Stephen Pacala and Robert Socolow of 
Princeton University describe 15 major energy 
initiatives, any seven of which would allow 
countries to bring emissions down to an 
acceptable level during the next 50 years. 

Among these measures are increasing 
the fuel-efficiency of 2 billion cars from 30 
— miles per gallon to 60 miles per gallon 
. provided we could bring down the world- 
-— wide fleet of cars from the current 800 

- million by improving publictransport. 

Other measures suggested by them 
include improving the efficiency of buildings 
and appliances enough to cut their CO; 


"emissions by 25 per cent; increasing the 


efficiency of coal-fired power plants by 50 per 
cent and dramatically increasing the use of 


renewable energy sources like wind, solar, 
and biomass in producing electricity. 


A GREEN OPPORTUNITY FOR INDIA 
A wave of concern for climate change 
issues in Europe and the US has led to rise 
in ethical consumerism by individuals, 
switch to sustainable development models 
by companies and a general effort towards 
efficient energy utilisation. 

Given this surge of interest in clean 
technologies, business forecasters are 
predicting that this could spell huge 
opportunity for developing economies 
like India and China in the coming years. Now 
that Americans are switching to compact 
fluorescent lamps in a bid to save energy, these 
bulbs are being made in China. Similarly, as 
developed nations require their computers 
and TVsto become more efficient, technologies 
forthese are being developed in India. 

Leading Silicon Valley venture capitalist 
John Doerr, who helped finance Google Inc. 
goes so faras to say that clean energy will 
be the largest economic opportunity of the 
21st century. Sun Microsystems’ co-founder 
and Silicon Valley financier Vinod Khosla 
is betting heavily on bio-fuels and solar 
thermal companies. 

in fact, Khosla has gone so far as to say 
that India is well positioned to be a green 
tech innovation leader. Khosla serves as 
the advisor of the Cleantech India advisory 
board and has funded many a green enterprise 
through his Khosla Ventures. For instance, he 
has acquired stake in Praj Industries, which 


STEPS TO CREA 
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makes ethanol plants. Even Anil Ambani 
owned Reliance has added green businesses 
like Southern Wind Farms to its kitty. 

With oil prices touching monstrous heights, 
there’s no other way ahead for businesses 
but to reduce deperdence on fossil fuels. A 
discussion paper by the Confederation of 
Indian Industry (CH) says that Indian industry 
has already taken cognizance of the risk 
posed by climate change and set the trend 
in low carbon economy growth. 

Indeed, the World Bank in an October 
2007 report on growth and CO, emissions 
finds that India is actually 1.5 times more 
efficient than the US in terms of emissions 
calculated in purchasing power parity terms. 

However, that's not enough. There is 
need to do more. Businesses of all kinds will 
have to factor the cost of carbon into their 
bottom-line calculations and aggressively 
pursue low-energy options. 

This could fetch more gains as there is 
à chance to earn carbon credit points. When 
the Kyoto Protocol's Clean Development 
Mechanism (CDM) went into effect, China, 
Brazil and India stood out as countries 
with greatest potential for carbon offset or 
reduction projects. For Indian businesses, 
investing in clean, green technologies can 
give unexpected business benefits in the 
shape of new revenue lines like carbon 
trading. In fact, carbon credits revenues can 
go a long way towards financing many 
forms of renewabie energy projects. 

Going green can certainly be a golden 
move. 
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li/Ghampion c of champions 


Philips CFL rated “Best Buy" by Consumer Voice. Philips is the true champion according to the 
Consumer Voice* CFL Comparative Test*, setting the gold standard when tested against | 3 major brands. With its 


long life and excellent energy efficiency, you're able to enjoy better light for longer. For ultimate performance, only 
one brand stands out from the field. 


*Consumer Voice is a government recognized, independent consumer research and testing organization. 
*Test conducted in 2006 


PHILIPS 


sense and simplicity 
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POWERING INDIA 


ON RENEWABLES 
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With climate change a worrying issue and oil prices on fire, renewable 
energy is no longer an alternative option but the only way forward 


lasticis big news in Nagpurthese days. 
Pree in this city in central India, 
chemistry professor Alka Zadgaonkar 
and her husband Umesh have innovated a 
technology to convert waste plastic into fuel 
oil. Their venture, Unique Plastic Waste 
Management & Research has orders booked 
till next year for this unusual fuel oil from 
industries in the Butibori Industrial Estate. 

Nottoo far away, in Pune, companies like 
Suzlon Energy - which has become a global 
name in wind energy - and Praj Industries, a 
bio-fuels technology firm, are thriving on 
alternate energy sources. 

Gone are the days when renewable energy 
(RE) meant hydro power. Today, sun, wind, 
plant sources, biomass and even rubbish is 
powering India ahead. Although currently 
at around 9,500 MW, renewable energy 
sources still account for a minuscule percentage 
of the total energy capacity installed in 
India, it will be only a matter of time before 


the ratio improves. There are concerted 
government policies and the 11th Plan too 
has set high targets on renewables. Already, 
India has one of the largest programmes in 
renewable energy in the world. 

It's not just concerns over climate change 
that is speeding India's thrust on renewables 
but also the volatile oil and gas prices. 
India is very vulnerable on both counts. Coal 
is the main energy source in India and causes 
acid rain and respiratory ailments while 
contributing to global warming as a result 
of emissions of CO, into the atmosphere. 

Meanwhile, oil prices which are touching 
monstrous heights of US$ 126.15 a barrel 
are also pushing us towards alternative, 
more sustainable fuel sources. 

Moving to renewable energy sources 
makes sense as this is non-depleting and 
will reduce emissions of greenhouse 
gases, and at the same time benefit local 
communities and farmers. For example, 


about 4,000 remote villages in India that 
are still waiting for the state electricity 
transmission to reach them, are already lit up, 
thanks to solar photovoltaic energy cells. 

With India’s power needs projected 
to reach over 240,000 MW by 2012 - an 
increase of over 20,000 MW per year - it's 
become critically important to exploit 
other energy sources. 

Recognising this, the 11th Plan has set 
steep targets for renewables. The aim for 
the 11th Plan isa capacity addition of 15,000 
MW from renewables. By the end ofthe 11th 
Plan, renewable power capacity could be 
25,000 MW ina total capacity of 200,000 MW 
accounting for 12.5 percentand contributing 
around 5 per cent to the electricity mix. 

Year by year, the government hopes to 
step up action on renewables. A capacity 
addition of around 30,000 MW is envisaged 
for the 12th and 13th Plans. Renewable 
power capacity by the end of the 13th Plan 
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World Environment Day 
5 June 2008 


Committed to Climate Friendly Initiatives 





There is a global drive to move 
swiftly towards carbon neutrality. In 
harmony with this global objective, 
NMDC, India's single largest 
producer of iron ore, reiterates its 
commitment to the cause of 
integrating environment friendly 
criteria into its operations, to make 
a positive impact on the 
environment. for dust suppression at mines and ore processing plants to 













prevent air pollution. 
NMDC : Eco-friendly initiatives 
€ Created sound and eco-friendly 
environment for sustainable 
development at all production 


Regularly monitored environmental parameters to check 
pollution levels in mining and allied activities. 

€ NMDC mining projects are accredited with 14001 : 2004 
for Environment Management Systems (EMS). 


projects. 
€ Planted more than thirty one 
lakh trees at the mines and Some of the Awards bagged by NMDC in the field of 
operational townships with a Environment Management and Social Awareness are 
survival rate of +80%. è Shri Sitaram Rungta Memorial Social Awareness 


e Tailing dams and check dams nip (FIMI) 
have been constructed to è Environmental Excellency Award (FIMI) 


Shri Abheraj Baldota Environmental Award (FIMI) 
Greentech Environment Excellency Award, etc. 





prevent water pollution. 


Undertaken adequate measures 








NMDC aims towards a low carbon economy 


NMDC Limited 


(A Government of India Enterprise 
Regd. Office: "Khanij Bhavan”, 10-3-311/A, Castle Hills, Masab Tank 
Hyderabad - 500 173. 
Website: www.nmdc.co.in 
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period is likely to reach 54,000 MW, comprising 
40,000 MW wind power, 6,500 MW small 
hydro power and 7,500 MW bio-power, 
which would correspond to a share of 5 
per cent in the then electricity-mix. 

If you think this is a tough target, look at 
the unexploited potential in the sector. The 
estimated potential in the country for 
generation of power from wind, small hydro, 
and biomass is around 80,000 MW. (See table) 


AN EXCITING PLACE TO INVEST 

The market in India for RE business is 

estimated at US$ 1 billion every year and 

is growing at an annual rate of over 20 per 

cent, with wind energy growing faster 

than this. The major areas of investment 

are: wind energy, small hydro projects, 

waste-to-energy, biomass, solar energy, 

and alternative fuel. Of the estimated 

potential of 80,000 MW from RE only 

about 9,000 MW has been exploited to- 

date - so this is a greenfield area to tap. 
Other reasons, why it makes business 

sense to invest in this sector are: 

= Large electricity deficit in India. 

= India is generously endowed with RE 
resources like solar, wind, bio-mass 
materials, urban and industrial wastes 
and small hydro resources. 

= Low gestation periods for setting up 
most kinds of RE projects with quick 
return. 

= Conducive government policies. 

= The large number of financing options 
available for capital equipment. 

= increasing awareness among industry 
that being environmentally responsible 
is economically sound. 


AN ARRAY OF OPTIONS 
The RE industry in India can be broadly 
categorised into solar, wind, biomass, urban 
wastes, bio-fuels and small hydro sectors. 
Solar Energy: The scope of generating 
power and thermal applications using 
solar energy is promising. India receives 
solar energy equivalent to over 5,000 trillion 
KWhr/year, which is far more than the 
total energy consumption of the country. 
The daily average solar energy incident over 
India varies from 4-7 KWhr/m2 depending 
upon the location. Only a fraction of the 
aggregate potential in solar energy is being 
currently used. Processed raw material 
for solar cells, large capacity SPV modules, 
film solar cells, SPV roof tiles, inverters, 
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RENEWABLE ENERGY MONITOR 
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SOURCE UNITS POTENTIAL INSTALLATION’ 
Wind Power MW 45,000 6070 MW 
Small Hydro Power MW 15,000 1849 MW 
Biomass Power MW 19,500 1068.3 MW 
Urban & Industrial Waste MW 1700 45.98 MW 
Solar PV MW/sq km 20 2.74 MW 
Solar Water Heating Mn. sq m 140 1.5 million m2 
(collector area) 
Biogas Plants Mn. 12 3.89 million 
Improved Cookstoves (Chulhas) Mn. 120 35.2 million 


charge controllers etc., have good market 
potential in India. 

Biomass Energy: In a country like 
India, biomass holds considerable promise 
as 540 million tons of crop and plantation 
residues are produced every year, a large 
portion of which is either wasted, or used 
inefficiently. Conservative estimates indicate 
that even with the present utilisation 
pattern of these residues and by using only 
the surplus biomass materials, estimated 
at about 150 million tons, about 17,000 MW 
of distributed power could be generated. 

Hydro Projects: With numerous rivers and 
their tributaries in the country, the small and 
mini hydro sector presents an excellent energy 
opportunity with an estimated potential of 
15,000 MW. Only about 10 per cent of this 
has been exploited so far. In order to accelerate 
the development of small and mini hydro- 
power in the country, the Government of India 
also provides concessions for existing hydro 
projects including financial support for 
renovation, modernisation and capacity 


Source: MNRE, InWEA (“as of 31 March, 2007) 


upgrading of aging small hydro power stations. 

Energy from Wastes: The rising piles 
of garbage caused by rapid urbanisation 
and industrialisation represent another 
source of non-conventional energy. Good 
potential exists for generating approx. 
15,000 MW of power from urban and 
municipal wastes and approx. 100 MW 
from industrial wastes in India. 

Bio-fuels: The recent fuel hike has again 
showed how bio-fuels can play an important 
part in filling the transport fuel demand. 
Jatropha, ethanol, bio-diesel all spell big 
opportunity areas as now the government is 
making it mandatory for many transportation 
systems to switch to alternate fuels. The 
Ministry of New and Renewable Energy 
has prepared a Draft National Policy on 
bio-fuels. Field trials of different blends 
of bio-diesel in diesel cars, use of hydrogen 
as fuel in motorcycles and three-wheelers 
and introduction of hydrogen - compressed 
natural gas (CNG) blends in different vehicles 
is currently going on. 
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Photo credit: Enercon 
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Tech Talk 





INTERNET 


Quest For Going Local 


A new breed 
of search 
engines 
offers more 
focused 
options 


GLUED ON: 

Yahoo Glue adds 
video results to the 
classic fare 


YAHO 


EARLY LAST MONTH, YAHOO! LAUNCHED A NOVEL 
search engine in India — Glue Pages — that 
goes beyond the links that routine search engi- 
nes provide, and also arranges the results beau- 
tifully on a page. While a normal search at Ya- 
hoo.com — on actor Aishwarya Rai, for 
example — sees a list of conventional links, the 
same search if done at the ‘glued’ Yahoo.in site 
brings up a snapshot of her profile and family 
background, a clip of her Miss World triumph 
and other videos from YouTube, music tracks 
from her films, a portfolio of photos from Flickr, 
as well as leads to related terms such as 'Abhish- 
ek’. Says Tapan Bhat, vice-president of Yahoo! 
Front Doors and the leading force behind Glue 
Pages, “Our studies amongst users in India have 
shown that for domain queries, classical 
searches do a wonderful job, but when it comes 
to specific information, what you get is not so 


O! 





great, accurate or relevant.” 

Glue Pages Beta results are displayed along- 
side the usual Yahoo! India search or classic 
search results. It is currently available for select 
search terms across categories such as health, 
sports, entertainment, travel, technology and fi- 
nance. As this beta evolves, Yahoo! India will 
explore various ways to supplement algorithmi- 
cally generated Glue Pages with topical pages 
built and maintained by local subject-matter 
experts from the internet community. 

Normal Web search engines work by storing 
information about many Web pages, which they 
retrieve from the world wide web (www). These 
pages are retrieved by a Web crawler (also 
called spider) — an automated Web browser 
that follows every link it hits upon. The contents 
of each page are then analysed, words extracted 
from titles, headings, or special fields called 


Weh images More» 
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Search: © the Web © pages from India 


Classic Search Results Whatis Glue? 


aishwarya rai 


Related Pages: kajol | bipasha basu | abhishek bachchan | preity zinta | hrithik roshan | madhuri dixit | More... 


1-40 0f abou 17300000 Movies: aishwarya ral biography 


VEI | Aishwarya Rai 
Hy | Much before she was crowned Miss World in 1995, she was siready a familiar face in most Indian households - s 
gesto ang hos aditu ePi annesi AN UNE PAN, . More » 
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4 Aishwarya Rai Forever 
TF an site dedicated to Indian actress 
rya Rai features an extensive photo 
lery, news, multimedia, and her grand 
Redding with Abhishek Bachchan 
T .aishwarya-forever.com 
É More Aishwarya Rai Biography e 


Actor-Quick Facts: aishwarya rai 


Date of Birth: 1st Nov 1973, Mangalore, Karnataka, indie 


nwarya Rai - Wikipedia 
reated biography and filmography for 
rya Rai, the beauty contest winner, 


YouTube: aishwarya rai videos 


model, and actress in Bollywood and 













Hollywood films Birth Name: Aishwarya Krishnaraj Rei 
en.wikipedia.org/vak/Aishwarya Rai Nickname: Ash 
Height: S7 (170m) 
arya Rai - IMDb Family Info: = Spouse: 
rs pictures, biography, and filmography Abhishek Bachchan (20 Apri 2007 
he Bollywood star Aishwarya Rai. present) 
imdb.com/name/nm0706787 a Fether: 
Krishnaraj Rai, 
Rai - Actress - ( Ash a Mother. 
ilmography at ApunKaChoice.com, Vrinda Rak 
ies, Aishwarya Rai Wallpapers, Fan w Brother. aishwarya rai (00:00:41) 
Club, ... Rai and her fond Aditya Rai, three years older, was in the From: aurpreetsinah 
‘Cannes memories. The Bachchans dazzle mercnant navy, co-prooucea a wm wan  Bishrwarya rai swim sut miss world 
t Cannes Rei in the lead (more...) 
apunkachoice.com/ celebrities Added: February 21, 2006 
arya rai More Quick Facts of aishwarya rai e 
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ACTORS » AISHWARYA RAI. 
9 AISHWARYA RAI's Non-Stop 


a.com/channels/hind/ actors/ 
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meta tags, and the resultant 

_. data stored in an index 
database. When a user 

enters key words into 

- a search engine, the 

. engine examines its 

index and provides a 
. listing of best-matching 
"Web pages. The usefulness 
ofa search engine depends on 
the relevance of the results it 
produces. Most search engi- 
nes employ methods to rank 
the 'best' results first, but the 
method varies from one en- 
gine to another. 
However, plain vanilla sea- 

[ rches are not enough any 
"more. "Till date, domain navi- 
gation has been the largest 
portion of search in India,” 
says Gopal Krishna, head of 
audience at Yahoo! India. *But 
now more new users are log- 
ging on to the Net, which is 
bringing about a paradigm shift 
in the nature of search conducted 
Indians.” From merely clicking on 
and going back and forth looking 
relevant piece of information, peopl 
looking for more precise result 
ping to restaurant reviews to movie ticl 
banking and research needs, people are de- 
pendent on a search engine. 

That is the primary driver behind localised 
information and local search engines raising 
their heads in the market. From a Burrp, which 
provides restaurant ratings and pictures in ma- 
-jor Indian cities, to Ask Laila, which offers infor- 
mation on beauty salons, make up artists, bou- 
tiques, hotels and other Bangalore-based 
“information, we are seeing a plethora of choices 
being designed to suit our information needs. 
Bangalore-based Sobha Renaissance Infor- 
mation Technology (SRIT) has designed and 
developed iCognue, a search engine that uses 
mathematical techniques involving artificial in- 
telligence to come up with context-based search 
, results. Irrespective of what words you type in, 
-the algorithm will derive the possible connec- 
tion between them and throw up results. 

Tf you type in, say, mental health in a normal 

: poarch engine, it will throw up results for both 

mental and health. But iCognue recognises that 

mental health is a single phrase and will give re- 
lated results. It not only gives you a range of 
erms and results similar to those that come up 
na classic search, but it also gives you a side bar 
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of search within the mentioned topic with leads 
such as child mental health, mental health act, 
abortion and mental health. Further, you get a 
breakdown in a second column 
under the title search related 
topics namely depression, 
anxiety, schizophrenia, per- 
sonality disorders, etc. 

Then, niche products 
related to audio and rich 
media content searches have 
gained great mindshare 
amongst Net users in recent 
times. Recently, Bangalore- 
based Veveo secured $7.8 
million in funding for its 
product vTap, which enables 
mobile users to browse, dis- 
cover and share Web videos 
from the internet. vTap has 
aggregated over 50,000 sites 
such as ESPN, YouTube, The 
New York Times, and the 
Associated Press, and boasts a 

fast search capability that 
suggests results the moment you 
start typing the query on your 
or instance, just typing in ‘Sree’ will 
s of cricketer Sreesanth's recent 


ites even allow you to customise and 
ty personal preferences such as locality, 
timing and budget based on which the results 
are customised further. For instance, Banga- 
lore-based Ziva Technologies' interactive mo- 
bile search engine — Zook.in — not just throws 
up relevant local information, but also allows 
you to leverage the power of the community. If 
you search for, say, Indian restaurants in Banga- 
lore, it will check your other preferences such as 
location, and then throw up results based on 
those preferences. And if the site itself does not 
have the answer, then you can pose the same 
question to your social network group and get 
the answer. 

Many of these localised products are begin- 
ning to pose strong competition to the tradi- 
tional search engines. While Google still re- 
mains a hot favourite amongst most consumers, 
the fact is that it has not moved beyond its tried 
and tested method. But with consumer needs 
changing — thanks to the rise of social network- 
ing and user generated content — search 
engines need to re-strategise and re-engineer to 
remain relevant. 

Dhanya Krishnakumar 
dhanya.krishnakumar @abp.in 
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ON THE GO: vTap, the 
rich media specific 
search engine, is also 
certified by Microsoft 
for Windows Mobile 








NANOTECHNOLOGY 








MICROSCOPIC VIEW: 
Short-sighted approach 
to nanotech can have 
harmful consequences 


Research 
reveals that 
carbon 
nanotubes 
may lead to 
cancer 


WHEN IT COMES TO 
the environmental 
impact of technology, 
history not only 
repeats itself, it does 
so with frightening 
regularity. First, a 
technology arrives 
that seems a world- 
beater, and then we 
discover that it is 
hazardous to the 
environment, unless 
used with extreme 
care. The latest in 
this list is nanotech- 
nology, considered 
one of the great 
hopes of humankind. 
Last week, the 
journal Nature 
Nanotechnology 
published a paper 
that seems to be a 
warning against the 
indiscriminate use of 
nanotech products. 
In it, researchers at 
the University of 
Edinburgh and other 
institutions annou- 
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Harmful Tube 


nced that nanotubes 


can cause inflamma- 
tion that can lead to 
cancer, just the way 
asbestos fibres were 
found to do a few 
decades ago. Carbon 
nanotubes are tiny 
tubes that are around 
a few nanometres 
(one billionth of a 
metre) in diameter 
and up to a few milli- 
metres in length. 
They have many 
potential applications 
ranging from novel 
transistors to power 
generation systems. 
As the scientists say 
in their paper, 
"Companies are 
investing heavily in 
carbon nanotubes 
under the assump- 
tion that they are as 
safe as graphite. But 
our research indi- 
cates the need for 
great caution." 
According to New 





York-based nanotech 
market research and 
advisory firm Lux 
Research, the market 
for nanotechnology 
products, now at $50 
billion, will increase 
to $2.6 trillion by the 
vear 2014, Nanotubes 
alone will command 
a market worth $2 
billion by then. 
Nanoparticles are 
now being used in a 
variety of products, 
ranging from clothes 
to baby foods. Yet, the 
number of studies 
done on the health 
impact of nanotech- 
nology is limited. 
"Our study shows 
that more studies are 
urgently needed on 
how exposure to nan- 
otubes can occur and 
how to avoid them,” 
says Andrew D. 
Maynard, chief 
science advisor of 
Project on Emerging 
Nanotechnologies at 
the Woodrow Wilson 
International Center 
for Scholars in the 
US, who had partici- 
pated in this study. 
The University of 
Edinburgh study 
comes close on the 
heels of a few other 
studies on the health 
impact of nanote- 
chnology. In another 
paper published in 
Nature Nanotec- 
hnology in November 
last year, scientists 
from Cambridge 
announced that 
carbon nanotubes 
accumulate inside the 
cell nucleus and 
cause cell death. In a 
more broad-based 
report released two 
months ago, the 
environmental group 
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Friends of the Earth 
(FoE) warns that 
nanotech products 
are rapidly entering 
the food chain, and 
warn that they pose 
several health risks 
already seen in a few 
studies. 

FoE has identified 
106 products that use 
nanoparticles in 
some way--in the US 
and outside. These 
products include 
Cadbury Chocolate 
packaging, the 
popular Miller Light 
beer, and a baby 
health drink powder 
called ToddlerHealth 
widely sold in stores 
in the US (Toddler- 
Health uses iron 
nanoparticles in the 
product). Surprisin- 
gly, the US Food and 
Drug Administration 
(FDA) does not test 
food products that 
use nanoparticles for 
their health impact. 
Nanoparticles can 
leach from packaging 
into the food product. 

The University of 
Edinburgh study was 
on rats, and they did 


not wait long enough , 


to see whether the 
inflammation did 
indeed lead to cancer. 
However, carbon 
nanotubes are similar 
in structure to 
asbestos fibres. And 
asbestos-induced 
inflammation in the 
lungs proceeds to 
become cancer within 
a few decades. This is 
enough to consider 


carbon nanotubes as 


toxic, and to use 
them with caution. 


P. Hari in San 
Francisco 


P 





SGIENGE BUZZ The fortnightly update on innovations and tech policies 





Water and oil do not 


mix, but to separate 
them is still a difficult 
task if you are dealing 
with large oil spills in 
oceans. Now, scien- 
tists at the Massachu- 
setts Institute of 
Technology have fou- 
nd a solution using 


nanotechnology. They 


have developed a 
nanowire mesh that 
has the look and feel 


of paper, and can 
absorb 20 times its 
weight of oil. It does 
not absorb water. The 
absorbed oil can be 
recovered, and so can 
the nanowires. 


In theory, a virus can 
be a great cellular 
messenger, because it 
goes straight into a 
cell’s nucleus. Using 
viruses as messengers 
can be dangerous as 
they can cause cancer 
or trigger unexpected 
immune response. 
But now scientists at 
the Yonsei University 
in Korea have desig- 
ned artificial viruses 
that can act as messe- 
ngers without causing 


disease. Such viruses 
are useful to deliver 
genes for gene 
therapy. 


Everybody knows that 
a Mediterranean diet 
is good, but good for 
what? Research 
suggests that it prote- 
cts against cardiova- 
scular disease — the 
diet comprises fruits, 
vegetables, fish, nuts 
but little meat or milk 
products — but it 





now turns out that it 
also protects against 


diabetes. This was the 


conclusion of an 
eight-year study 
published in the 
British Medical 


Journal. The study 


had 13,000 participa- 
nts, and was conduc- 
ted by the University 
of Navarra in Spain. 


Chances of finding an 
earth-like planet have 
brightened after 
astronomers disco- 
vered the smallest 
earth-like planet so 
far outside the solar 
system. Weighing 3.3 
times that of the 
earth, this planet — 
which is 3,000 light 





years from the earth 
— circles its star at 


about 70 per cent of 
the distance from the 
earth to the sun. The 
star is too small to 
sustain nuclear 
reactions. The 
discovery has excited 
astronomers because 
most of the 300-odd 
planets discovered so 
far are thousands of 
times bigger than 
the earth. 








Scientists are 
d developing prosthetic organs that can 
respond to signals from the brain 


.. IN AN EXPERIMENT THAT SEEMS LIKE 

. Science fiction, University of Pitts- 
.. burgh scientists tied two Rhesus 
. monkeys to chairs and connected 


their brains to robotic arms. The 


à arm was controlled by a computer 


.. to move to their mouths with food. 
. The computer was replaced by the 
. monkey brains, connecting the arm 
(o 100 nerve cells in the monkey's 
. primary motor cortex — part of the 
( brain that controls movement. 

_ When the monkeys saw food, 


-. the food in their mouths. The move- 
ments were precise 61 per cent of 


. the time. Scientists are now develo- 


ppc ima to iie 
. mble humans'. We can soon conn- 


. ectartificial limbs to our brains and 


Re de them work like normal limbs. 
; 5. Naniprostiiatics is just beginning. 


The science of connecting 


ptg 


-y 
|J 
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devices to neurons as a replace- 
ment to natural organs that have 
lost their ability to function is 
called Neuroprosthetics. The 
products range from artificial 
retinas and cochleas to artificial 
limbs. For example, people with 
spinal injuries lose their ability to 
move their arms and legs. You 
could create robotic arms and con- - 
nect them directly to the brain, by- 
passing the spinal cord. If the pat- 
ient's limbs are otherwise normal, 
artificial limbs are not needed. 

In some cases, it may not be 
even necessary to connect the 


_ limbs to the brain directly. Scien- 


tists are experimenting with chips 
implanted in the brain that can 
receive and transmit signals wire- 
lessly, allowing contact-free comm- 
unication. You could use the princi- 


. ple to connect things like wheel- 


chairs. In a matter of years, you 
may see commercial products in 
the market. 


EQUESTRIAN SPORTS 


In The Saddle 


Horse riding 
is finding 
ever larger 
numbers of 
enthusiasts, 
especially 
among 
children 







WHEN LINDSAY SHEPHERD, WHO COMES EVERY 
day to Beeya Vohra's riding school in New 
Delhi's Vasant Kunj, was thrown off her horse 
a few weeks ago, she broke her pelvic bone. 
When she came to, this British horsewoman 
who has been working as a PR executive in 
Delhi for the past seven years, jumped back 
up. Her instructor had to drag her off her 
horse to get her to a hospital. ^I was holding 
on to the horse's neck and was not letting go,’ 
she says with a giggle. It did not take her long 
to return to the riding school, and she does so 
again, every day. "When you get the bug, you 
get the bug,” Shepherd notes with affection, as 
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ON A CANTER: The 
number of Indians 
taking riding classes is 
increasing every year by 
at least 10-20 per cent 





she watches horses cantering in the riding 
school's small arena. 

It is a contagious bug. Once the privilege of 
the army alone, horse-riding is finding larger 
numbers of lay enthusiasts across India. *The 
sport is becoming increasingly popular, 
especially among children,” says Colonel 
Gurvinder Singh Gill, joint secretary of the 
Equestrian Federation of India. “The number 
of Indians taking riding classes at the junior 
and senior level is now increasing every year 
by at least 10-20 per cent" 

About 80 children come every week to 
Vohra’s school, which has nearly 150 members. 
Like Shepherd, some of them are foreign 
nationals, but the vast majority are Indians 
who have simply taken a liking to the sport. 
Vohra charges beginners as well as 
experienced riders a flat rate of Rs 300 for a 
30-minute class; there is no membership fee. 

New riding schools are coming up in 
Bangalore, Chennai, Kolkata, Jaipur and 
Pune, too. "Till recently, most riding schools 
were either in, or supported by, military 
establishments," says Gill. *Now, the number of 
riding schools across the country registered 
with the federation has 
. gone up to 120.” 


” 


Pa . 


The army’s prestigious E= 
Army and Polo Riding 
Club in Delhi is now 
open to everybody, 


though a recom- 
mendation from an army 
or associate member is 
necessary to gain access. 
The club’s outstanding 
facilities at Cariappa 
Marg can be availed of 
for an entry fee of Rs 
12,000, a monthly fee of 
Rs 200 and, finally, Rs 

. 200 per 40-minute class. 
"We now have about 45 
horses here,” explains 
Major Navjit Sandhu, the 
club’s secretary. 





Well-bred horses don’t come cheap. 
According to Major Rajesh Pattu, a serving 
army officer with the 61st Cavalry, a five-year- 
old competition horse will cost nothing less 
than € 40,000 (about Rs 26 lakh). A horse fit 
for dressage — the balancing and obedience 
work programme of precision, beauty and 
grace, and one of the three equestrian 
disciplines in the Olympics — would come for 
much more. 

A handful of Indian riders have also made 
their mark in international competitions. 
Pattu won three consecutive bronze medals at 
the Asian Games in Thailand in 1998, in South 
Korea in 2002, and in Qatar in 2006. Imtiaz 
Anees, Robert Blanchette and Alamdar 
Dastani also count among the few Indians who 
have distinguished themselves in events such 
as show jumping, endurance riding and cross 
country — an outdoor course comprising 24 to 
36 fixed and solid obstacles. “We hope to see 
them qualify for the Beijing Olympics,” says 
Gill. “It’s now just a matter of getting more 
sponsors and better visibility.” 

Back in Vasant Kunj, however, Shepherd 
complains that few shows take place in India. 
The Delhi Horse Show, 
organised every summer 
bythe Army Equestrian 
Centre, is but one of 
them. “There is 
something about this 
sport that is really 
addictive,” she says, her 
eyes bright with 
enthusiasm as she 
watches the horses she 
likes to ride. 

Years ago, Winston 
Churchill was among the 
many who agreed. As he 
put it, “There is 
something about the 
outside of a horse that 
is good for the inside 
of a man.” 
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POPULAR CHOICE: 
(Top) Beeya Vohra's 
riding school, and 
(below) Army and Polo 
Riding Club in Delhi are 
attracting many riders 


Fashion 





WITH THE PASSING AWAY 
of 
this Sunday, inter- 
national fashion has 
lost one of its most 
influential, enduring 
and iconic designers. 
Saint Laurent started 
his career at the age 
of 17, when his 
design for a cocktail 
dress won him an 
award and brought 
him to the attention 
of Christian Dior, who 
hired him on the spot. 
With Dior's sudden 
death in 1957, Saint 
Laurent, then 21, was 
named the head of 
the House of Dior and 
catapulted right to the 
heart of French 
couture and 
international fashion 
industries — a world 
he continued to 
dominate till his 
retirement in 2002. 
In a career that 
spanned over four 
decades, Saint 
Laurent continued to 
create designs that 
challenged and 
redefined notions of 
femininity. Credited 
with recognising 


EVERY WOMAN'S MAN 


changing social 
trends and causing a 
controversy of sorts by 
putting women into 
pants, his most 
famous creations 
include pea coats (in 
1962), and the 
tuxedo jacket or ‘le 
smoking' for women 
(in 1966). The tuxedo 
became his trademark 
and was reinvented 
for each season. Saint 
Laurent opened his 
own couture house in 
1962, the success of 
which led to the 
setting up of the Rive 
Gauche ready-to-wear 
boutiques, a move 
that is said to have 
democratised the 
fashion world. While 
announcing his 
retirement, he 
famously said, "For a 
long time now, | have 
believed that fashion 
was not only 
supposed to make 
women beautiful, but 
to reassure them, to 
give them confidence, 
to allow them to come 
to terms with 
themselves." An era 
ends with him. 


AP 


REUTERS 
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NAIL ART 


At your fingertips 


MANICURES THAT END 
with brisk strokes of 
monochromatic nail 
polish are passé. 
Trendy beauty salons 
now turn nails into 
miniature canvases as 
artists add inspired 
colour to your 
fingertips. ^Nail art is 
the practice of 
painting decorative 
designs on your 
fingernails, in a fun 
way, to brighten up 
your everyday look or 
accessorise a special 
occasion outfit,” says 
Shobha Sehgal, 
senior vice-president 
of VLCC Health Care. 
Featuring dried 
flowers, Swarovski 
crystals, faux 
gemstones, metallic 
stickers and air- 
brushed paint in 
varied ways, nail art 
juxtaposes current 
fashion trends with 
entirely personal 
styles. What results is 


REUTERS 





a brand new look, 
entirely exclusive to 
the wearer. 

Nail art is relatively 
new to India, but it is 
catching up fast. 
“Today, everyone 
wants decorative 
nails,” says Rehana, a 
nail artist at 
Mumbai's Silks and 
Curls Salon. But 
Seghal claims, “Nail 
art is not new; 
ancient Indians used 
henna for manicures.” 

A nail artist needs 
almost an hour to 
create art on five 


INSPIRED COLOUR: 
Nails are the newest 
canvas for instant art 


nails, and a manicure 
followed by nail art 
can cost anything 
between Rs 500 and 
Rs 1,000 considered 
not unaffordable for 
designer nails that 
are must-haves akin 
to fake jewellery. 
Patrons of con- 
temporary and funky 
street-wear can now 
flaunt art on their 
fingertips. 

Janhavi Abhyankar 





Rest in peace: Japanese Buddhist priests ride an outrigger canoe as 
they release lanterns dedicated to victims of war and natural disasters during 
the Buddhist Floating Lantern Ceremony in Honolulu, Hawaii. 
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GASTRONOMY 


Cheese these 


THERE ARE PEOPLE 
who think if a cheese 
is not French or 
Swiss, it is not, well, 
cheese. A host of 
ambitious Indian 
companies are 
hoping to change 
your mind and that of 
those expatriates 
reluctant to pay the 
high price for a taste 
from home. 
Kodaikanal’s Kodai 
cheese, Chandigarh- 
based Modern 
Dairies, Gujarat’s 
Amul, and Delhi- 
based Flanders Dairy 
Products and Dairy 


~~ Craft India’s locally- 


manufactured 
mozzarella, feta, 
gouda, emmental, 
parmesan, gruyere, 
camembert and blue 
cheese now take up 
significant shelf space 
in stores. For those 
who are discouraged 
by the high prices — 
imported good 
quality emmental 
could cost Rs 350 for 
200 gm — experi- 
menting with Indian- 
made speciality 
cheese is now an 
appetising 
alternative, and 
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WHO TOOK MY 
CHEESE: European 
cheese crafted in India 
are maturing well 


economical, too. 
Emmental cheese 
made by Kodai, for 
instance, retails at 
Rs 200 for 200 gm. 
While gouda, 
emmental and 
mozzarella are the 
easiest to find, 
emmentals and 
camemberts are not 
recommended, not so 
much because of 
their strong, pungent 
taste but because 
they do not have 
much in common 
with traditional 
European cheese. 
Amul's gouda, 
though, makes the 
mark, even if its 
texture is slightly 
different from that of 
the original Dutch 
cheese. Few Indians 
are seen taking to 
world cheese, says a 
shopkeeper in central 
Delhi’ Khan Market. 
They should, he 
insists, for there is a 
lot more to cheese 
than cottage cheese. 
Noemie Bisserbe 





BON VIVANT 


Plush drinks 


ONE HUNDRED RUPEES FOR 250 ML OF FRUIT JUICE! 
The cup of life, it appears, spilleth over with 
luxury. This month, Indian food and beverage 
management company Finewinesnmore is 
entering the luxury fruit juice market with 
ar. Produced by UK-based 

Sunraysia Limited in six flavours — apple, 
mango, pear, orange, tomato and cranberry — 
this super-premium fruit juice is a rich offering 
for more reasons than one. What's in it? Well, 
freshly picked, high quality, first harvest 
Australian fruits, crushed, pastuerised and 
vaccuum-sealed in glass, without any 
processing, additivies or preservatives. With 
that, Sunraysia claims to counter the ills of 
mass-produced drinks made with low-grade 
fruits, often discarded as inedible, and with 
consequent loss in taste. It merely costs 500 
per cent more than tetra-packed brands such as 

: 3, Onjus, Leh Berry and , Which 
make similiar claims of offering fresh fruit 
juices with no preservatives, and retail at Rs 75 
a litre, if they are not selling one-for-one free, 
that is. Globally, Sunraysia competes for the 
$1-billion luxury fruit juice market with Granini 
in Europe and Asia, Berri in Australia and 
Malaysia, and Fruitopia and Spring Valley (both 
by Coke), also in Australia. 

So far, Indians have sipped luxury fruit juices 
rather sparingly. Only Granini retails in India for 
Rs 42. Sunraysia will sell at a steep Rs 100. 
But, as Sunraysia likes to say, love it and it'll 
love you back. 

Janhavi Abhyankar 
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| am currently reading 
The Moral Animal by 
ROBERT WRIGHT. It is 
about why men and 
women behave the way 
they do, and how 
evolutionary psychology, 
with only two basic 
axiomatic assumptions, 
explains most human 
thoughts and actions. 
According to it, most of 
our thoughts and actions 
are driven by two desires: 
to procreate and to move 
up in society. | love 
reading non-fiction, 
especially books that 
explore why things are 
the way they are. 





Behind The Great. 
Indian Transition 


by ashok v. desai 


INDIA’S TURN UNDERSTANDING THE 
ECONOMIC TRANSFORMATION 
BY ARVIND SUBRAMANIAN, 


' OXFORD, PAGES: 237; PRICE: RS 595 


THIS POORLY ORGANISED AND BADLY EDITED BOOK 
would not be worth reviewing but for the fact 
that the author is arguably the most innovative 
analyst of the Indian economy today. Arvind 
Subramanian is a great thinker, but he could 
learn a great deal about how to write a book. 

The book covers very disparate topics. The 
core of the book is India’s long-term growth. It 
consists of three papers which take up two- 
thirds of the book — two written with Dani Ro- 
drick in IMF Staff Papers and Economic and 
Political Weekly, and one written with four 
other authors in Journal of Monetary Econom- 
ics. To these should be added an idiosyncratic 
but brilliant paper on the influence of institu- 
tions on India’s growth. Thus the book is largely 
about long-term growth. 

Then there are four papers on India’s external 
sector — chiefly command performances and 
casual reactions. And there are six journalistic 
columns which the author thinks summarise 
his heavier contributions, but which sit uncom- 
fortably in the rest of the company. And some 
papers have summaries, which follow instead of 
preceding the papers. 

The editing is somewhere between bad and 
nonexistent. Any reasonably competent editor 
would have told the author not to produce such 
a khichdi. The numerous tables summarizing 
regressions required competent setting; they 


ARVIND SUBRAMANIAN is currently a 
senior fellow at the Peterson Institute 
for International Economics and the 
Centre for Global Development in 
Washington, and senior research 
professor at the School for Advanced 
International Studies at John Hopkins 
University. He has worked at the 
International Monetary Fund, the 
General Agreement on Tariffs and Trade, 
and taught at the Kennedy School of 
Government at Harvard University. 


are so poorly organised that only an aficionado 
would drag himself through them. A table is re- 
ferred to in the introduction but omitted. Many 
graphs repeat the description of the y-axis on 
the side and the top. The author uses the square 
of a variable in some regressions. Sometimes 
there is no indication that it is a square; in other 
tables, the 2 denoting the power looks like a 
footnote number. The editor knows no eco- 
nomics, which is forgivable, and knows nothing 
about presentation of data, which is not. 

The piéce de resistance of this book is the au- 
thors joint paper with Rodrick on India’s 
growth transition. There is the conventional 
view that Manmohan Singh did the great liberal 
reforms in 1991, and that it unleashed the In- 
dian tiger and its growth rate shot up. It is sim- 
ply not true; growth accelerated around 1980, a 
dozen years before the reforms. Rodrick and 
Subramanian were the first to show this, but 
Arvind Virmani may have beaten them to it ina 
less well known paper. 

Some liberals have reacted to this shocking 
revelation by saying that liberalisation really 
started in 1980. The authors say that it was not 
liberalisation, but corporatism. The central 
government had discriminated against private 
industry till 1980, then it selectively favoured 
industrialists. This argument ignores the fact 
that a large part of faster growth in the 1980s 
(but not later) came from faster agricultural 
growth. Still, it is a good argument, and could 
have been strengthened by looking at the work- 
ing of industrial licensing. But then, Subraman- 
ian and a gaggle of other authors take another 
shot at this question by look- 
ing at state-level industrial 
growth. They present many 
scatter diagrams. The conclu- 
sions are convoluted; and the 
fit is so bad in most diagrams 
that clearer conclusions would 
not have been stronger. Else- 
where the author does note 
that southern and coastal 
states developed faster after 
1980 and the northern states 
fell behind. That would show 
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the impact of trade; it is a pity Subramanian did 
not follow up this line. 

The author' foray into institutional econom- 

ics is fascinating. He takes a number of proxies 
for quality of administration — power trans- 
mission losses, proportion of murder cases end- 
ing in conviction, goods traded with India by 
other countries according to their statistics but 
omitted from Indian customs statistics, etc. The 
robustness of these proxies is questionable; the 
poor fit in most scatter diagrams makes the 
connections drawn even more suspect. Subra- 
manians conclusion that India has better insti- 
tutions than its growth rate would suggest, or 
that it could grow faster with its institutions, 
may be right; it is also possible, however, that 
the quality of institutions does not matter so 
much, or that the quality of some institutions 
. matters more than of others. 
. Thus, Subramanian’s contributions on In- 
dian growth are in the nature of work in 
progress; but his is a brilliant mind at work, and 
anyone interested will learn much from this 
book if he has the patience to follow it through. 
Still, Subramanian could achieve far more if he 
did two things. First, he should work alone, and 
not tag along with other authors. Some of his 
co-authors, such as Rodrick and Raghuram 
Rajan, are brilliant. But even Subramanian's 
mistakes would be more illuminating if they 
were his own. And second, he should stop 
thinking of India as another developing coun- 
try, and think of what has happened here as a 
historical process. 


SELECTION 1 
Deciphering the 
Diaspora 


THE OTHER INDIANS 

A POLITICAL AND CULTURAL 
HISTORY OF SOUTH ASIANS 
IN AMERICA BY VINAY LAL, 
HARPERCOLLINS, PAGES: 147 
PRICE: Rs 295 


© The Other Indians 





THE NON-RESIDENT INDIAN OR THE NRI IS NOW AN 
integral part ofthe Indian economic, social, cul- 
tural and political lives. But it is a very particu- 
lar kind of NRI — professional, urban, educated 
and successful — that figures in the popular 
imagination. Although aimed primarily at an 
. American readership, THE OTHER INDIANS, 
the title of which alludes to Native Americans, 
is instructive for most resident Indians too. 

In short, almost bite-sized chapters, Vinay 
Lal introduces the reader to the lives and strug- 





gles ofthe earliest Indian migrants; the gradual 
social and economic ascendancy of the post- 
1970 immigrants, and their current clout in 
global political and financial circles. Lal writes 
deftly and with such profound knowledge that 
not a single word seems superfluous. 

While acknowledging the significant pres- 
ence of people of Indian descent in several other 
countries, Lal focuses on Indian Americans. He 
uses the example of the Patel community in the 
US to introduce the concept of *the politics of 
affluence and the anxiety of influence". The 
concept captures the desire of the diasporic In- 
dian community, given its economic gains and 
social acceptance, to exercise influence in the 
political fortunes of both India and the US. 

In under 150 pages, Lal manages to challenge 
both popular conceptions about and the aca- 
demic frameworks used to investigate notions 
of diaspora and nationalism. 

—Sumati Nagrath 


SELECTION 2 


A Spy And 
A Patriot 


DESPITE BEING A SPY NOVEL, 
CALLING SEHMAT does 
not quite belong to the 
thriller genre. This is because, 
more than being a riveting 
account of espionage and in- 
trigue it is, at its heart, a tale of patriotic fervour 
and a womans resolution to serve her nation till 
the very end. In his maiden venture, Harinder 
S. Sikka tells the story of Sehmat Khan, a spy 
who steps into her father's shoes when he is 
diagnosed with cancer, to provide Indian intel- 
ligence with information regarding Pakistan's 
security structure during the 1971 Indo-Pak 
war. She does this by marrying a Pakistani army 
officer — an act that allows her access to Pak- 
istan's top army brass and confidential papers. 
It is at this point that she is forced to choose 
between her family and her nation, and not sur- 
prisingly, she chooses the latter. 

At times Sikka tends to go overboard with 
overly virtuous descriptions of Sehmat, but at 
no point are his characters sketchy. Also, as a 
former naval officer, his knowledge of the func- 
tioning of the military forces and the intelli- 
gence community adds authenticity. 

Depite Sikka's allusions to a real female spy 
who operated in the 1971 war, we are never sure 
if such a person really did exist — something 
that makes the novel more interesting. 
—Jayant Singh 
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THE LAST 
CAMPAIGN: 
ROBERT F. 
KENNEDY AND 

82 DAYS THAT 
INSPIRED 
AMERICA 

BY THURSTON 
CLARKE 

HENRY HOLT AND CO 
This book on Robert 
Kennedy's brief but 
intense 1968 campaign 
for a Democratic 
presidential nomination 
comes at a time when the 
race between Barack 
Obama and Hillary Clinton 
is threatening to split the 
party. In this 
painstakingly researched 
historical narrative, 
Thurston Clarke asserts 
that the issues raised by 
Kennedy 40 years ago 
resonate even today — 
disillusionment with 
Vietnam then, frustration 
with Iraq now. As Clarke 
traces the 82-day journey 
from the moment Kennedy 
announced his candidacy 
to his assassination, he 
discovers a politician 
who managed to 
transcend barriers of race 
and class. 
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Lags In Economic News 





If inflation 
defeats them, 
those in power 
can console 
themselves 
with the 
thought that 
they had four 
good years they 
did not deserve 


ESTIMATES OF GROWTH IN THE GROSS DOMESTIC 
product for the last three quarters have been 
showing a slowdown in manufacturing. Manu- 
facturing produces goods that people in serv- 
ices finance, insure and sell. So a fall in manu- 
facturing growth should in normal conditions 
be reflected in the growth of service sectors. 
There may be some lags owing to 
changes in inventories; and if 
turnover is declining, employers do 
not immediately start firing people 
and reducing wages. But still, pro- 
duction of goods and services should 
normally march together, though 
they may not keep strictly in step. 

Manufacturing growth peaked in 
the first quarter of 2007 and has 
been coming down rapidly and 
pretty steadily since then. This 
would lead us to expect that the rest 
of the economy would also show 
slower growth before long. And yet, 
the figures issued by the Central Sta- 
tistical Office give an unexpectedly 
high figure of 9 per cent for growth 
in the financial year 2007-09. 

The high figure has been sought to 
be explained by the performance of agriculture, 
which is estimated to have grown by 4.5 per 
cent, as against 2.6 per cent last year. This high 
estimate does not depend on the bumper rabi 
crop, which has just been harvested, and which 
has filled up the government's godowns. Central 
Statistical Office does not count its eggs before 
they are hatched; nor does it include crops be- 
fore they are harvested. Agricultural perform- 
ance reflects the rabi and kharif harvests of 
2007. They were known to be good, though it is 
a bit of a surprise to know they were so good. 
However, a rise of 1.9 per cent in the agricul- 
tural growth rate would make a difference of 
only 0.4 per cent to overall growth. So this is not 
the entire explanation. 

The explanation lies at least partly in the 
growth of manufacturing, which at 8.8 per cent 
exceeds expectations. It suggests that manufac- 
turing growth is not slowing down as fast as it 
looked likely just a few months back. 

That leads to the question why it looked so 
some time ago; and the answer lies, not so much 
in GDP figures, as in the index of industrial pro- 
duction. The index was rising strongly till the 
middle of 2007. Then its growth came down, 


AMIT VERMA 


but this was not evident in the month-on- 
month figures because the growth rate became 
very erratic. Despite this, however, the level of 
output achieved in 2007 was considerably 
higher than in the previous year; this was 
bound to be reflected in growth rates calculated 
over longer periods. 

And so it is being reflected in figures of GDP 
growth. They are not inconsistent with esti- 
mates of industrial growth. But because we are 
used to looking at monthly year-on-year in- 
creases in industrial production, and because 
these have become highly unstable, we have, 
been missing the secular growth rate, which 
continued to be high in 2007-08 even as 
monthly growth came down. 

This latter decline too must be reflected in 
long-term growth, but with a lag. Industrial 
growth shows an unequivocal decline from No- 
vember onwards. So GDP estimates may con- 
tinue to incorporate high industrial growth for 
another six months before coming down. 

Sothis government has another six months to 
console itself, and the finance minister has an- 
other six months to boast, that the slowdown is 
not too bad or that the economy is doing well. 
After that, figures will start looking miserable, 
and optimists in the government will have to ig- 
nore facts and look elsewhere for consolation. 

This is assuming that they wil! still be in 
power. They could have an election any time. 
But they are likely to stay because they have an- 
other worry, namely inflation; inflation is sup- 
posed to influence the voter, especially urban 
middle classes, more than GDP growth. So the 
optimists will wait for inflation to come down. 

Waiting is not a bad strategy when it comes to 
growth; but it is probably not such a good strat- 
egy when it comes to inflation. The reason is 
that growth processes are endogenous to a sub- 
stantial extent. But at the moment, we are im- 
porting inflation on a large scale. It reflects the 
international commodity cycle, which does not 
look likely to turn soon; certainly not soon 
enough to do so before the general election. 

So while waiting and talking, discussing and 
hoping come easily to weak politicians, and 
while generally speaking, all misfortunes, natu- 
ral or self-made, pass eventually, the timing of 
their passing is unlikely to suit this government. 
When its leaders get into trouble, however, they 
can console themselves that they had four good 
years — years they did nothing to deserve. 
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Panasonic Car Battery 


The power to surge ahead. The power to light up homes. 
Power for every need. A comprehensive range of ever- 
reliable batteries from Base, Manufactured at a state-of- Inverter Battery 
the-art plant at Solan (HP). Be it for automobiles, Home 


inverters or UPS systems. It's life Powered By Base. 
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the ultimate seduction 


To experience the ultimate seduction visit us at: www.lgindia.com/scarlet 


Redefine seduction with the 
new range of Scarlet LCD TVs 
Its true to life pictures and 
crystal clear sound tuned by 
Mr. Mark Levinson, the world 
renowned audiophile, create 
a magic that's hard to explain. 
Its iconic design, refined 
styling and striking red back 
are designed to turn heads 
even when it's switched off. 
Take one home. Let the 


seduction begin. 
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Regd. Office: LG Electronics India Pvt. Ltd., Plot No. 51, Udyog Vihar, Surajpur-Kasna Road, Greater Noida 201 306, U.P. Tel 


To know all about LG log on to: www.igindia.com; For customer care information: www.igindia.com/service 





Editor's Letter 





THE NATIONAL HUBRIS THAT FOL- 
lowed the recent overseas acquisi- 
tions of Indian companies will be 
moderated by Ranbaxy's impend- 
ing Japanisation. Following the 
Singh family's sale of its 35 per 
cent stake in India's largest drug 
maker to Daiichi Sankyo, the 
company will gobble up another 
20 per cent of Ranbaxy through a 
public offer. That distresses those 
who saw the company Parvinder 
Singh built as one of the first and 
best Indian multinationals 
(MNCs). They worry the deal un- 
derlines how Indian pharmaceu- 
tical companies will never become 
hefty enough to compete globally, 
and sell out to global MNCs. 

The Ranbaxy sell-off also empha- 
sises the burden of India Inc. being 
dominated by family-owned compa- 
nies. Petty disputes and large egos 
often hurt the stewardship of such 
companies, and they just can’t com- 
pete with the professionalism and 
capital raising abilities of their 
global peers. In Ranbaxy’s case, the 
company never went beyond mak- 
ing generics to discover a new drug. 
That crippled the company’s long- 
term viability, and some say Ran- 
baxy is India’s first WTO casualty, in 
reference to recently implemented 
trade rules that prohibit Indian drug 
makers from reverse engineering 
someone else’s formulations. 


ew | Businessworld 
Formulations 


by jehangir s. pocha, editor 





The underpinnings of the above 
problems are cultural. Indian busi- 
nesses often have clannish, trader 
mentalities. They like to profit from 
India’s wage advantages (for exam- 
ple, software) or licence acquisition 
(telecom), and don't invest in brands, 
research and design. But this will 
change, both because of history and 
economics. Growing awareness is 
professionalising babu businesses, 
and rising wages and competition 
are forcing companies to develop real 
competencies. This is already hap- 
pening in ‘old’ industries — one rea- 
son why Tata Steel modernised and 
bought Corus. It will also happen in 
sunrise industries, such as pharma- 
ceuticals, but not soon. That’s why 
Ranbaxy will not be the last great 
Indian drug maker to sell out for 
the reasons it did. 
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HSBC Global Asset Management 


Investments in HSBC Equity Fund have grown by nearly 10 times - 


in the past 5 years. 


HSBC Equity Fund has created significant wealth for its investors in the past 5 years. An investment of Rs 1 lac 
in Dec 2002 has yielded an amount of Rs 9.59 lac today* (past performance may or may not be sustained in the 
future and is not a guarantee of future returns). As a result, HSBC Equity Fund has been rated as a "5 Star 
Fund"" by Value Research Online. What's more, the fund has been ranked 21* among 15,062 equity funds? 
worldwide, by Lipper. Do you still need more reasons to invest with us? 


Value Research" 


Mutual Fund 
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for the last 5-year period. These ratings do not take into consideration any entry or exit load. Five-stars indicate that a fund is in the top 10 per cent of its category in terms of 


historical risk-adjusted returns. The number of schemes in the category Equity Diversified is 104. These Fund Ratings are as on April 30, 2008. The Ratings are subject to change 
every month. The Rating is based on primary data provided by respective funds, Value Research does not guarantee its accuracy. Ranking entity: Value Research Online. 

"The ranking is based on the study of all funds under the equity asset class tracked hy Lipper. and having a minimum track record of at least 5 years as of March 2008 end. In 
total, 15,062 equity funds (primary) qualified for the study. Ranking is based on 3 year annual compounded returns denominated in INR and USD for the period ending 31s 


March 2008, Data source: e: Lipper. c a Thomson Reuters Company. 
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Investors may obtain Offer Documents and K Kev Information Memorandums along w with application forms from the office of HSBC Mutual Fund, 314 D. N. Road, Fort, Mumbai 
400001. Tel: 022-6666 8819. Statutory Details: HSBC Mutual Fund has been set up as a trust by HSBC Securities and Capital Markets (India) Private Limited (ability restricted to 
the corpus of Rs | lakh). The Sponsor/associates of the Sponsor/Asset Management Company (AMC) are not responsible or liable for any loss or shortfall resulting from the operation 
of the Schemes. The Trustees of HSBC Mutual Fund have appointed HSBC Asset Management (India) Private Limited as the Investment Manager. Risk Factors: All investments in 








- mutual funds and securities are subject to market risks and the Net Asset Value (NAV) of the Scheme may go up or down depending on the factors and forces affecting the securities 


markets. There can be no assurance that the objectives of the Scheme will be achieved. Past performance of the Sponsor, AMC, Mutual Fund or any associates of the Sponsor A MC 


-. does not indicate the future performance of the Scheme of the Mutual Fund. HSBC Equity Fund (HEF) is the name of the Scheme and does not in any manner indicate the quality of 
the Scheme or its future prospects or returns. Past performance of the Scheme may or may not be sustained in future. Scheme Classification: HEF (an open-ended diversified equity 
^. Scheme) aims to generate long term capital growth from an actively managed portfolio of equity and equity related securities. Terms of Issue: Units of the Scheme arc being offered 
-. at NAV based prices, subject to the prevailing loads. The AMC calculates and publishes NAVs and offers for sale, redemption and switch outs, units of the Scheme on all Business 
- Days, at the Applicable NAV of the Scheme. Load Structure (includes Regular HSBC SIP/STP): Entry - 2.25% for investments/switch ins* < Rs 5 crores, otherwise Nil. Exit - 
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Out Of Step 
Non-Banking Financial Companies (NBFC) 


are no different from development financial 
institutions. High cost of procuring deposits 
and asset liability mismatches are common 
occurrences. Liberalisation has rendered both 
these models outdated, prompting them to 
convert into a banking company and have 
access to cheaper deposits. While major 
DFIs, such as IDBI and ICICI, quickly 
converted into banks, NBFCs in their 
present shape can pose systematic risks to the 
Indian financial system. Banking regulator 
RBI's decision to impose a ban on accepting 
deposits by Sahara India Financial 
Corporation (‘A New Crisis Brews’, BW, 
16 June 2008) is not aimed at defaming 
SIFC for any malfunctioning, but to 
protect the interests of all concerned, and for 
continued stability of the financial system. 
Srinivasan Umashankar, Nagpur 


In Depth nnance 
A New Crisis 





I3: ET MI your comments 


What If Oil Touches $400? 


Your cover story analysing the oil crisis facing the world 
was excellent (Oil Squeeze, BW, 16 June 2008). It 
presented all aspects of this major problem without 


The world, and its business, is going to be impacted, and 
so will India. The country will undoubtedly go into 
recession if oil climbs to $200. But that is just the 
beginning of the story. 

I assume you are familiar with peak oil theories, and 
recognise that the probability of sub-$200 oil prices in 
the post-2010 period are slim at best. I look forward to 
your analyses (or speculations) on how India, and its 
economy, will change when oil goes to $200 and, later 
still, to $300 and $400. 


Michael Neri, Florida, US 


Sin And Society 
Your cover story on India's vice economy 
(‘India’s Sin Economy, BW, 9 June, 2008) has 
covered a lot of issues concerning the 
L-P-G syndrome — liberalisation, 
privatisation and globalisation. But the 
malaise is deeper than what you have 
envisaged. What about the shocking news of a 
trio of Bangalore techies turning extortionists? 
And what about the increasing divorce rate? 
Actually, India's social fibre is under 
tremendous strain. Porn, booze and erotica are 
only the visible signs of that deterioration. 
Anand Aivalli, Bangalore 


Star Power Works 
The Media Room column (‘Starry Blunder’, 
BW, 9 June, 2008) highlights the ironic 
dependence of television on Bollywood. People 
tend to look for a fresh, novel and entertaining 
medium to watch. This freshness draws 
viewership, and the more the viewership, the 
more the advertisers. That's why the number 
of shows with celebrity power is on the rise: 
for the novelty factor. Even the trend for brand 
endorsements by celebrities is on the rise. The 
name of the game now is fine tuning the input 
costs — including the high costs of star power 
— and the overall output led by TRPs 
(viewership points). 

Anurag Agarwal, vice-president, 

sales, India TV 











Letters may have been edited for brevity. 


23 JUNE 2008 6 BUSINESSWORLD 





P To outperform 
you need Select Focus 





— Sundaram BNP Paribas — 


SELECT FOCUS 


¥ 
CPS 


~ (CNBC TVI 


It's like being declared No.1 in Test Cricket for Mutual 
Funds! 


Getting the Best Performing Mutual Fund of the Year Award in 
the Large Cap Oriented Equity Funds Category twice in a row is 
unprecedented because it is a truly difficult achievement. 


All the 21 Funds that competed with Select Focus in this 
category had all the information they could ask for on the blue 
chips and large companies they invest in. They could invest as 
much as they wanted in any stock since large caps are all very 
liquid and can absorb a lot of money. The fund managers had 

: complete flexibility. Like in Test cricket. No field restrictions or 
constraints on bowlers! 


UPPER 


A Global 0N 


Top 100 Fund 


Reach us at : 


Toll-free no. (BSNL & MTNL only): 1800-425-1000 All Service Providers: 044-28578700 
Email: service&»sundarambnpparibas.in www.sundarambnpparibas.in 


SMS: SFUND to 56767 
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And to be on Top for a good 720 days and win The Best Large 
Cap Fund of The Year for the second year running is 
championship material! It shows the phenomenal capacity of 
the fund house and the manager for picking the right stocks and 
staying the course. It shows talent, application, commitment 
and nerve! (Past performance may or may not be sustained in 
future). 


Go ahead! Invest in Sundaram BNP Paribas Select Focus 
and profit from our outperformance! Call your investment 
advisor now or SMS: SFUND to 56767. 


SUNDARAM BNP PARIBAS 


MUTUAL 
UNEARTHING OPPORTUNITIES 
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itual fund investments are subject to market risks. Please read the offer document carefully before investing. For latest information on Sundaram BNP Paribas Selec! Focus. visit www.sundarambnpparibas.in. 


)per Ranking: Sundaram BNP Paribas Select Focus has featured in the World's 100 top performing equity funds report provided by global intelligence agency Lipper, a Reuters Company. The customized report, highlighting the 100 top performi 
rld during the year 2007, is based on the study of all funds under the equity asset class tracked by Lipper using total returns in INR, and have a minimum track record of at least one year as of December 2007 end. In total 24 887 equity funds (primar 
urns are denominated in INR for the period ending on 31st December 2007. Data Source: Lipper, a Reuters Company (www. lipperweb.com) CNBC TV18-CRISIL Award: Sundaram BNP Paribas Select Focus was am ong the two schemes thal won the 
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CNBC TV18-CRISII 
Itual Fund of the Year Award in the Large-Cap Oriented Equity Fund Category for 2006 and 2007 from 23 schemes and 22 schemes that were Considered for the award. Schemes present in all four quarter CRISIL CPRs were considered for the award. The award is based on 
psistency of scheme's performance in the four quarterly CRISIL CPR rankings released during the calendar year 2006 and 2007. The individual CRISIL CPR parameter scores averaged for the four quarters were further multiplied by the parameter weight a the CRISIL CPR 
ithodology to arrive at the final scores. The criteria used in computing the CRISIL Composite Performance Rank are Superior Return Score, based on NAVs over the 2-year period ending December 31, 2006 and December 31 2007. Concentration and iquidity of the scheme 
methodology does not take into account entry & exit loads. A detailed methodology of the CRISIL CPR is available at www.crisil.com. Past performance is no guarantee of future results. Rankings and Award Source: CRISIL FundServices. CRISIL Ltd 
nd Type: Open-end equity scheme; Investment Objective: Seek capital appreciation by Investing in very few select stocks Plans: Regular & Institutional (common portfolio) Options: Dividend Payout, Dividend Reinvestment & Growth Regular Plan: For invest 
i$ than Rs 2 crore, entry load is 2.25% and exit load is 1% if redeemed within 12 months from date of allotment: For investment equal to or more than Rs 2 crore, entry load is nil and exit load is 1% if redeemed within 6 months trom date of allotment: Ther entry load for 
plications directly submitted to Sundaram BNP Paribas Asset Management. There is no entry & exit load on units allotted on reinvestment of dividend. The minimum amount is Rs 5.000 for Regular Plan and for subsequent investments, Rs 500 & multiples of Rs 1. Annua 
iurring expenses, including fees, shall not exceed 2.50%. Institutional Plan: The minimum first-time investment is Rs 5 crore and subsequently Rs 5 lakh and in multiples of Rs 1. There is no entry load or exit load. Annual recurring expenses, including fee, shall not exceed 
10%. The plan is open to categories of specific institutional investors mentioned in the offer document. Asset Allocation: Equity instruments (including ADRs and GDRs.): 75 % to 100% of assets Equity futures & options including those of indices.: not exceeding 25% ol 
sets. Cash, cash equivalents, money market instruments: not exceeding 25% of assets. NAV publication/sale/redemption will be done on all business days. Scheme-Specific Risk Factors: Higher volatility due to a concentrated portfolio General Risk Factors: All mutual 
ids and securities investment are subject to market risks. There is no assurance or guarantee that the objectives of the scheme will be achieved. Past performance of the Sponsor/Asset Management Company/Fund does not indicate the future performance. Investors in the 


heme are not being offered any guaranteed or indicated returns. Sundaram BNP Paribas Select Focus is only the name of the Scheme and does not in any manner indicate either the quality of the scheme or its future prospects and returns. NAV may rise or declin 


depending on 


irket conditions, Main types of risks are market risk, liquidity risk, credit risk and systemic risks. Changes in government policy and tax benefits applicable to mutual funds may impact returns to investors. There is risk of capital loss. Statutory details: Sundaram BNP Pariba 


Ital Fund has been set up as a trust under the Indian Trusts Act, 1882 Sponsors (Liability limited to Rs 1 lakh): Sundaram Finance Limited & BNP Paribas Asset Management. Investment Manager: Sundaram BNP P: 


ndaram BNP Paribas Trustee Company Limited 
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Malvinder Singh’s decision to 
sell his stake in Ranbaxy to 
Daiichi Sankyo for $4.6 
billion heralds a new phase in 
Indian pharma industry. 





28 Interview 
Malvinder Singh, CEO and MD, Ranbaxy, 
on the Daiichi deal. 
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10 Lehman Jitters 
As the US bank continues to report losses, 
investors worry about its future. 


ll Direct Benefits 
For the third consecutive year, direct tax 
collections have exceeded targets. 
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IPL Commissioner Lalit Modi is letting 
money decide a cricketer's loyalty. 
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advertisements hide some hard facts. 
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s Sebi finally gets tough on IPO scamsters, 
. but itis not enough. 


[ 21 Coastal Limits 


Why coastal states are opposing a new 
D draft notification on construction. 
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.. Banks feel the heat as RBI raises repo 
.. rates to curb inflation. | 
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-Nifty futures trading at Singapore 


|. threatens local earnings. 


. 44. Viva Volvo 


The luxury bus has redefined finances of 


: . transport companies. 

- 46 Sweetening The Pill 

.. Merck's low-priced diabetes drug might 
e change the rules of the game. 


48 Cheaper Abodes 


- High demand for low-cost housing poses a 


- ; huge opportunity for realty players. 
_ SPECIAL REPORT 
..88 Age Old Problem 


.. Inthe absence of a formal pension system, 
many Indians have no old -age cover. 
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v York's Four Seasons’ hotel is still an 
nduring landmark. 
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BANKING 


That Sin 


Despite 
speculation, 
Lehman Bros 
is unlikely to 
go the Bear 
Stearns way 


VAGUE PICTURE: 
Most analysts are 
bearish on the New 
York-based bank 





LEHMAN, OH BROTHER! 


At least, that is the re- 


frain heard on Wall 
Street as the fourth 
largest investment 
bank in the US anno- 
unced it would raise 
$6 billion of new cap- 
ital and a loss of $2.8 
billion in the second 
quarter of this year. 
Its like history re- 
peating itself. In Ma- 
rch, Lehman announ- 
ced it made a loss of 
$1.8 billion and rai- 
sed $4 billion thro- 
ugh an issue of prefe- 
rred capital. In late 
May, David Einhorn, 
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fund manager at 
Greenlight Capital, 
questioned why Leh- 
man only wrote down 
$200 million ofthe 
$6.5 billion of its coll- 
ateralised debt oblig- 
ations portfolio; he 
also criticised the 
large unrealised gains 
that the investment 
banking firm booked 
in the first quarter — 
between $400 mill- 


ion and $600 million, 


including on an 
India-based energy 
firm, KSK Energy 
Ventures — and war- 
ned that there would 


2008 | 





be a need for future 
write downs. Einhorn 
is a known bear on 
Lehman; the invest- 
ment bank's spokes- 
persons dismissed 
Einhorn's remarks as 
screaming fire in a 
crowded theatre. 
Early in June, anal- 
ysts at Merrill Lynch 
said that the concerns 
about Lehmans liqui- 
dity — it drove a 
sharp decline in Leh- 
mans stock — are 
overblown. Merrill's 
analysts do not be- 
lieve that Lehman 
faces the kind of sol- 
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EHMAN BROTH 


b um a . 


ERS "Ww 


BLOOMBERG 


vency problems that 
forced the US Federal 
Reserve and JP Mor- 


gan Chase to buy Bear 
Stearns. 

But that hasn't sto- 
pped speculation ab- 
out Lehmans attrac- 
tion as a strategic 
acquisition. Credit- 
Sights, an independ- 
ent research firm, 
says that Barclays 
Bank could be intere- 
sted; another name 
that has come up is 
Italian bank Unicred- 
ito. Lehman Brothers, 
where ye bound? 

Srikanth Srinivas 


The percentage of Americans who say they are Democrats, up from 40 per cent in 2004. 





DIRECT TAXES 


"Obama doesn't understand the US 


economy, and that's (a) change we just can't afford." 


Voluntary Pay 


Direct tax 
collections 
are up, 
despite 
fears of a 
slowdown 


GOOD SIGNS: 
Voluntary tax payments 
have risen impressively 


over the past year 


DIRECT TAX REVENUE 
has grown spectacul- 
arly for the third stra- 
ight year, despite 
doubts over a slow- 
down playing spoils- 
port. At Rs 3,15,468 
crore, collections are 
up 37 per cent in 
FYOS over the previ- 
ous year and 118 per 
cent of the original 
target. The ratio of di- 
rect taxes (corporate 
and personal income 
tax) to GDP is up 
from 2.68 per cent in 
FY99 to 6.67 per cent. 
Notably, these are 
voluntary collections. 
While coerced post 
assessment collec- 
tions have dropped 5 
per cent year-on-year, 
voluntary payments 
through tax deducted 
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‘that growth in Europe's largest economy is slowing. 
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Bloomberg 
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at source (up 51 per 
cent), advance tax (up 
34 per cent) and self- 
assessment tax (up 62 
per cent) have risen 
sharply over FY07. 

“I have asked the 
CBDT (Central Board 
of Direct Taxes) to re- 
vise upwards the tar- 
get for this year, says 
Finance Minister P. 
Chidambaram. *Since 
the economy is likely 
to grow at 8.5 per 
cent, the collections 
would remain buoy- 
ant.” Against 27.30 


| EMPLOYMENT 


EUROPE'S BI 


INDIANS KNOW ALL ABOUT IT. NOW, IT 


is eastern Europe's turn to face onomic activity. 
‘brain drain’. According to Hans- This year’s Munich Ec 
Werner Sinn, professor of Econo- mmit — where ie pic o 
_ mics at the University of Munich, discussion was retaining taler 
about 1.5 million people have s, thus, on the bal 
left Poland since 2004, 350,000 — To address this issue, 
have left Lithuania, and Romania European Union needs to 
. has seen 112 aa allto create equal opportunities in 
western Europe. its member countries and also 
. This movement has sii led harmonise its immigration 
to inequality in these countries policies. However, some 
because pay of skilled workers . European nations continue to be 
. who stayed back increased hostile to foreign workers and 
due to high demand, while the that can still pose a problem. 
_ pay of unskilled workers fell Janhavi Abhyankar 
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million returns filed 
last year, 30 million 
are expected this year. 
The CBDT has ear- 
ned 1 per cent ofthe 
excess target revenue 
as bonus — Rs 400 
crore. It had received 
Rs 197 crore two 
years ago, not all of 
which has been fully 
spent yet. The CBDT 
is spending the spoils 
on laptops, vehicles, 
improved amenities 
and other tax collec- 
tion infrastructure. 
Puja Mehra 
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Turkey's stalemate 
A showdown is br- 
ewing in Turkey 
between the gover- 
nment and the 
country’s top co- 
urt. Last week, Tu- 
rkey's Constitutio- 
nal Court reversed 
a government or- 
der allowing girl 
students to wear 
headscarves in 
universities. The 
court ruled it was 
unconstitutional. 
Turkish PM Recep 
Tayyip Erdogan 
has demanded 
that the court 
explain its ruling. 








OnPoint — 


FURY OVER 
US BEEF 


- South Koreans stage 
a candlelight rally in 
Seoul on 10 June 
2008 against the 
government's deci- 
sion to resume beef 
imports from the 
US. South Korea 
cannot renegotiate 
the deal with the 
US, which it signed 
in April 2007, as 
such a move would 
violate WTO rules on 
global trade. South 
Korea was the third 
biggest market for 
US beef until 2003. 


SPORTS 


Money Talks 


i . THE RIP-ROARING 
Lalit Modi IS success of the inau- 
betting on 


gural Indian Premier 


League (IPL) has led 

money to the global cricket 
decide a community to consi- 
player’s der pausing all inter- 


national cricket for 

two months a year. 
That way, players 

can top up their rela- 


loyalty 


Reality 
Gheck 
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tively modest salaries 
from state and natio- 
nal teams with IPL 
megabucks. Now, for 
the proposed IPL 
Champions League 
involving India, Au- 
stralia, South Africa 
and England, IPL 
Commissioner Lalit 
Modi wants money to 
decide a player's lo- 
yalty. Modi has decr- 
eed that an IPL team 
qualifying for the 
Champions League 
will have the first 
right over its foreign 
stars, though it will 
pay the other team a 
‘relieving fee’. 

Money's supremacy 
is good in that paying 
clubs get the best tal- 
ent, and contests bet- 
ween clubs allow fans 
to appreciate contests 
sans jingoism. 

Feroz Ahmed 
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Awry prediction 


WHEN IT COMES TO THE MONSOON, IT SEEMS 
the weather department always gets it 
wrong. On 5 June, the meteorological 
department had predicted the seasonal 
rains would hit Mumbai only after 10 
June. But a day after the predictions, on 6 
June, rains lashed the city and it got 161 
mm of rainfall within 12 hours. In fact, in 
the first week of monsoon, Mumbai 

has received the heaviest rainfall in the 
past seven years. 


Nasa will soon launch a space telescope with gamma-ray glasses. Gamma rays are the 
highest-energy form of light, so the telescope will not need lenses or mirrors. 





APARTHEID 


HAUNTED BY THE PAST 


AN 18TH-CENTURY LAW 
is causing major 
heartburn to some 

- 50 US-based multi- 
national corporati- 
ons. A 2002 lawsuit 
filed under the US 
Alien Tort Claims 
Act, which allows 
foreigners to sue in 
US courts, targets 
companies accused 
of helping South 
Africa's former apar- 
theid regime repress 
blacks. These incl- 
ude Barclays, IBM, 
BP, Credit Suisse, 
Daimler, Deutsche 
Bank, Exxonmobil, 
Ford Motor, General 
Motors, and Shell. 


The UPA 
government's 
‘achievement’ 

ads hide 

some 
hard facts 


BITTER TRUTH: 
Government’s own data 
shows half the targets 
are yet to be met 


On 12 May, the 
New York Supreme 
Court allowed the 
lawsuit, filed by two 
groups of apartheid 
victims — Khulum- 
ani, an NGO, and 
another group led by 
human rights lawyer 
Dumisa Ntsebeza — 
to go forward. The 


LIKE MOST INCUMBE- 
nts in the final lap of 
their tenures, the 
UPA government is 
spending big (Rs 50 
crore) on publicising 
its ‘achievements — 
the rural infrastru- 
cture programme Bh- 
arat Nirman, the Na- 
tional Rural Employ- 
ment Guarantee Act 
(NREGA), etc. 

The propaganda — 
regularly advertised 
through newspapers, 
radio and television 
— fails to mention 
either the number of 
beneficiaries or the 
achievement of phy- 
sical targets in terms 
of number of kilome- 
tres or rural roads 
built. Perhaps the ex- 
planation lies in per- 
formance on the gro- 
und. Government 
data shows almost 





AP 


court refused to hear 
a petition filed by 
the companies to 
dismiss the multi- 
billion-dollar lawsuit, 
citing lack of quorum 
as the reason. The 
court will sit in July 
to decide on the con- 
duct of the case. 

T.K. Vineeth 
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half the targets 
are yet to be met, 
though more than 
Rs 2.25 lakh crore 
has been spent. 

Elsewhere, more 
heinous means seem 
to be in use for hiding 
the botched up social 
schemes. The Jhar- 
khand police is inve- 
stigating the killing of 
Lalit Kumar Mehta, 
an activist and mem- 
ber of the social audit 
team involved in the 
verification of the 
actual realisation of 
the NREGA against 
the claims of the local 
administration. 

NGOs have alleged 
Mehta was killed 
because of his findi- 
ngs of irregularities 
in the NREGAS 
implementation in 
Palamu district. 

Puja Mehra 
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F lanchetto The week's strategic moves and the movers who made the 





Laxmi Mittal's 


buying spree 
ArcelorMittal, the 
world’s largest steel 
maker, is continuing 
its buying spree with 
the acquisition of 
Canada’s metal recy- 
cler Bakermet. This 
will give the Laxmi 
Mittal-owned comp- 
any self-sufficiency in 
shredded metal for its 
mill in Quebec. The 
acquisition is in line 
with the Luxembourg 
company’s strategy to 
acquire for steady su- 
pply of raw materials. 





DEALTRACKER 





Zydus Cadila’s 
African Safari 
Mumbai-based Zydus 
Cadila has acquired 
70 per cent stake in 
South Africa’s Sim- 
ayla Pharmaceuticals. 
This will give the 
Mumbai company 
access to one of the 
key African markets. 
“Simayla’s expertise 
and promising 
growth will unlock 
value for us as we 
look to consolidate 
and grow our 
business in this 
market rapidly,” 
said Pankaj R. Patel, 
chairman and man- 
aging director of 
Zydus Cadila. 


Hyundai goes green 
With an eye on the 
soaring crude prices, 
Hyundai Motors has 
launched a CNG 
variant of its mid- 
sized car Accent in 


AMIT VERMA 


India. For this, Hy- 
undai has partnered 
with Korean CNG kit 
supplier CEV, which 
would provide all the 
components of the 
fitment. 

“Accent has been 
one of our best sell- 
ing models ever since 
its launch,” said H.S. 
Lheem, managing 
director of Hyundai 
India. “Offering it 
with a CNG kit will 
only add to its appeal 
as it will not only be 
cheaper to run but 
also eco-friendly.” 





BW-THOMSON REUTERS PE TRACKER - 


May-June The Asian PE market saw 362 deals worth 
$3.06 billion as on 8 June 2008. his via the Targat tert Er 
region with 106 deals worth $1.19 Billion. | 





Top India deals 


INVESTOR DEAL SIZE 


INVESTOR vhs an 
Aditya Birla Telecom Providence Equity Partners US 640.00 
PVR ICICI Venture Funds Management Co., India, 28.04 
Undisclosed investor US 

MIDAS Communication | International Finance Corporation, US 25.00 
Technologies Argonaut Partners 

Parag Milk & Milk Products Motilal Oswal Venture Capital Advisors ^ India 14.11 
Anabond SIDBI Venture Capital India 7.50 
Centaur Group | SIDBI Venture Capital India 7.04 
Vriti Infocom Intel Capital US 2.50 
Harish Chandra India Axis Private Equity India N.A. 
Miles Software Solutions Zephyr Management US N.A. 

Figures for 18 May-7 June 2008 


Gammon India’s 
Italian foray 
Mumbai-based con- 
struction company 
Gammon India has 
picked up 50 per cent 
and 75.1 per cent 
stake respectively in 
two Italian compa- 
nies, Sadelmi Spa 
and Franco Tosi 
Meccanica Spa for 
€47.5 million. 


Indiabulls powers 
Jharkhand 
Indiabulls Power 
Services, a subsidiary 
of Indiabulls Real 
Estate, has signed an 
agreement with the 
Jharkhand govern- 
ment for setting up of 
a 1,320-MW power 
project in the state. 
As per the agree- 
ment, the state gov- 
ernment will buy up 
to 25 per cent of the 
power delivered from 
the proposed project. 





DILEEP PRAKASH 


PE investments by nation 





Moser Baer's 


rapid expansion 
New Delhi-based 
data-storage device 
manufacturer Moser 
Baer has signed an 
agreement with the 
Tamil Nadu govern- 
ment to set up a 

Rs 2,000-crore solar 
photovoltaic fabrica- 
tion facility near 
Chennai. In the first 
phase, the plant will 
create about 3,000 
jobs, said Deepak 
Puri, managing 
director of Moser 
Baer India. 
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Woolworths takes 
the RPG route 
Kolkata-based RPG 
Group company Spe- 
ncer Retail has part- 
nered with UK's 
Woolworths for mar- 
keting its Chad Valley 
range of toys. This 
will give both the 
firms a slice of the 
Indian toy market, 
which is growing by 
30 per cent annually, 
said Sanjiv Goenka, 
group vice-chairman 
of RPG Group. As 
per the agreement, 
Woolworths' Chad 





Valley toys will be 
sold at Spencer's 
Retail stores. 


PVR huttresses its 
presence in movies 
One of the country's 
biggest theatre 
chains, New Delhi- 
based PVR, has sold 
40 per cent of stake 
in its production and 
distribution unit to 
JP Morgan Global 
Special Opportunities 
Group and ICICI 
Venture Funds 
Management 
Company for Rs 120 
crore. PVR will use 
the money to make 
and sell movies. 


Tatas seek 

a billion dollars 
Mumbai-based Tata 
Motors will raise 

$1 billion from over- 
seas markets to meet 
its fund requirem- 
ents, including acqui- 


SANJIT KUNDU 





sitions. Tata Motors, 
part of Ratan Tata- 
led Tata Group, had 
recently completed 
acquisition of British 
luxury brands Jaguar 
and Land Rover. 
"The company has 
big plans for expand- 
ing its product range 
and presence in the 
domestic and global 
markets in commer- 
cial and passenger 
vehicle, including 
through strategic 
alliances and acquisi- 
tion opportunities,” a 


company release said. 


Insuring future 

The world's third 
largest insurance 
broker, Willis Group 
Holdings, has agreed 
to buy Hilb Rogal & 
Hobbs Co. for $1.7 
billion. While this 
will help the London- 
based company take 
on its rivals in its 
home market, it will 
also enable Willis to 
increase revenue by 
up to 50 per cent in 
North America. "This 
combination is about 
growth,” said Joseph 
Plumeri, CEO, Willis. 
"This combination is 
not about taking a lot 
of costs out." 


Cognizant gets a 
strategic vision 
New York-based Cog- 
nizant Technology 
Solutions has acqui- 
red the assets of me- 
dia and entertain- 
ment technology con- 


R.A. CHANDROO 





sulting firm Strategic 
Vision Consulting. 
"This is a strategic 
investment that 
would generate 
downstream reve- 
nue, said R. Chan- 
drasekharan, presid- 
ent and managing 
director of Cognizant 
Technology Soluti- 
ons. Los Angeles- 
based Strategic 
Vision focuses on co- 
nsulting and systems 
implementation for 
studios, post-produc- 
tion facilities and in- 


teractive media firms. 
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INVESTOR DEAL SIZE 







| NATION (SM) 
International Amusement India ^ DE Shaw Group US 1,493.53 
Newauto Video China ^ International Finance Corp., US, 90.00 
Technology Temasek Holdings, Singapore, 
| Intel Capital US 
Leyou China Undisclosed firm US 34.00 
PVR India ICICI Venture Funds Mgmt Co., India, 28.04 
| Undisclosed investor US 
| Zhonghai Fund Mgmt Co. China Edmond de Rothschild France 21.66 
Investment Partners 
Oriental Cambridge China ^ Qiming Venture Partners, China, 16.00 
. Education Group |  |gnition Partners US 
Parag Milk & Milk India ^ Motilal Oswal Venture Capital ^ India 14.11 
Products Advisors 
- AsiaSoft Corporation* Thailand Lombard Investments US 11.70 
- Troodon Information China Steamboat Ventures, US 10.00 
Technology Co. WI Harper Group 
... Vriti Infocom India ^ Intel Capital US 2.50 
_ Figures for 25 May-7 June 2008 — — * AsiaSoft Corporation Public Company 
PE deals are classified 


Log on to www.businessworld.in for the complete list 





Quick Take 


Has income inequality become an 
un-ignorable problem for the ‘haves’? 


We asked... Santosh Mangal, managing director, Nexgen Edusolutions; Nirmal K Minda, chairman and managing 
director, NK Minda Group; Sushil Kumar, chairman agri business, IIM-Lucknow; Rajeev Karwal, founder director, Milagrow; 
Mohan Guruswamy, economist, Centre for Policy Alternatives; S.B. Mathur, secretary general, Life Insurance Council; Bibek Debroy, 
Centre for Policy Research; Umesh Anand, publisher, Civil Society; Vimlendu Jha, executive director, Swechha; Madhav Mehra, 
president, World Council for Corporate Governance; Shiv Nadar, chaiman, HCL 





ts Yes, cable TV made it possible bk Inequality is not an un- bé Money as power is being 
for the common man to see how ignorable problem but a challenge abused. This is causing a lot of frus- 
others live around the world. ^ 4 and opportunity for the haves. $4 tration for haves and have-nots. $ $ 
Shiv Nadar, S.B Mathur, secretary general, Rajeev Karwal, founder director, 
chairman, HCL Life Insurance Gouncil Milagrow 


YES BEGAUSE: Last year, CEOs enjoyed record salaries and bonuses. In some cases, these 
were up to 350 times more than what a blue-collar worker in the same company made. The cities that 
these CEOs and workers share were intended to be inclusive. But now, urban living only seems to sharp- 
en the inequalities between the rich and the poor. The advent of privatised television now carries visions 
of a privileged lifestyle straight into the homes of people who can never afford such luxuries. Every other 
day, murders and robberies are committed for the lure of riches. The haves must now think hard to 
prevent an upending of their way of life. Some will try to put the onus of correcting this inequality on 
the government, but the haves cannot ignore their responsibility of giving back to the society. 


Yes 
5509/0 : 





NO BEGAUSE: A major part of the haves are government employees who enjoy cushy, 
|. protected jobs. Then, there's the urban middle-class, which has always been earning well and can fend 
N O for themselves. Thus, inequality is still a problem for the poorer sections of the society. For companies, 
as long as they continue to make profits, CEOs and executives have every right to earn high salaries. The 
O truth is growth, even in India's booming private sector, is not a given. In order to sustain and improve 
18 Jo earnings in the long run, CEO's must expand markets in new geographies but also in newer market 
segments. India's lower income group is one such promising segment. However, their true potential can 
be realised only if their purchasing power increases and if products are specifically created for them. 


MAYBE BEGAUSE: Due to too much materialistic orientation and sudden new-found 


abilities to earn more than what they probably deserve, there is a degeneration of moral values among 
the newly-rich. In the cities, youngsters have become used to getting a raise every few months. In fact, 
many don't even think twice before switching jobs if their salaries are not increased. However, the recent 
trend is that income inequality has nothing to do with urban or rural divides. Thousands of farmers have 
profited from selling their land to SEZs or real estate developers. But, with few skills besides farming, 
and little incentive to earn a living because of their new found wealth, these folks have become the new 
bad boys. So, the problem is not just income inequality but a poor sense of civic responsibility. 
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Saluting A 
Genius 


by omkar goswami 


THIS ARTICLE CELEBRATES INDIA'S ENORMOUS 
managerial talent by remembering a great, 
pioneering manager-motivator-thinker. A 
man whom youngsters will know nothing of. 
Who influenced the managerial behaviour of 
so many. A man called Prakash Lal Tandon. 
But let me first tell you how I thought of 
writing on Tandon, for that story itself 
speaks volumes of the man. A week ago, at a 
small convivial bar-cum-restaurant in 
Mumbai called Busaba, I met Walter Vieira 
and Hiru Bijlani (both management con- 
sultants). I had bumped into Vieira a couple 
of times earlier; Bijlani I met for the first 
time. Within 15 minutes, we somehow began 
talking of Tandon; and we talked and talked, 
each with his many nuggets. And I promised 
both of them —and Prakash, wherever he 
may be — that I'll write a piece about him. 
Tandon was born in 1911. After qualifying 


among the first professional managers in In- 
dia in a multinational; the first to focus on 
market research, understand the impor- 
tance of marketing as a management tool, 
and systematically develop brands; and to 
insist that for a true manager, keen interest in understand- 
ing the economy, society, history and how Indians behave in 
their day-to-day lives, is essential. 

Here'5 a nugget. Tandon created Dalda. For years, he en- 
gaged wandering minstrels, puppeteers, storytellers and 
itinerant cooks travelling through villages and mofussil 
towns propagating the virtues of Dalda and showing that it 
was as good as ghee at a fraction of the cost. In the process, he 
succeeded in transforming Dalda from a company-specific 
brand to a common noun. Soon, vanaspati meant Dalda. 

In 1956, Tandon was the first Indian to join the board of 
Unilever in India. In 1960, he became the first Indian execu- 
tive chairman of Hindustan Lever Limited (HLL). He 
moved business towards rural India; set up an R&D centre 
in Mumbai; created HLL's famous management trainee 
programme; set the standards for the highest norms of 
transparency and corporate governance; and proved that an 





The first 
Indian to 

head an 
MNC, 
Prakash 


as a chartered accountant in England, he re- Tandon was a For a man who was at the very top of the 
turned to India in 1939 to join Unilever as 2 x heap in HLL, STC and PNB, Tandon took no 
the first Indian management trainee. He was pioneering favours. He lived in a modest DDA flat in 


manager, and 
thinker 


MNC chairman could be an Indian. 

After retiring from HLL, Tandon chose 
the public sector. He was the chairman of 
State Trading Corporation (STC), after 
which he became the chairman of Punjab 
National Bank (PNB). He also served as the 
chairman of IIM-Ahmedabad and was at the 
helm ofthe National Council of Applied Eco- 
nomic Research. As if these were not 
enough, he also wrote three books: The Pun- 
jabi Century, The Banking Century (a his- 
tory ofthe PNB); and Beyond Punjab. 

Prakash Tandon died in 2004. 

How did I meet Tandon? At a business 
history seminar in IIM-Ahmedabad in 1984, 
where I was reading a paper on Marwari en- 
trepreneurship under British rule. We hit it 
off, and Tandon invited me to his room 
where, over his fascinating marketing stories 
at HLL, he taught me to how to make a mean 
gin martini with ice and orange peels. We be- 
came friends ever since — trading books, 
opinions and articles whenever we met. 

Here is another vignette. The day he re- 
tired from HLL, Tandon arrived at the Back- 
bay reclamation head office in the chauffeur- 
driven company car. After the farewell party, 
he walked down, waved the driver away, got 
into his old Fiat and drove off. Just like that. 
No fuss. No fanfare. 


Vasant Kunj; drove his rusted Fiat every- 
where; never jumped queues; and was un- 
failingly courteous to all. He read everything 
under the sun; and whenever he heard 
something interesting, out would come the 
small red leather diary for taking notes. And right up to his 
mid-80s, Tandon could drink most of us under the table — 
quietly sharing insights and wisdom as he sipped along! 

The greatness of Prakash Tandon lay in many things. Mo- 
tivating people across the board; being fiercely anti-hierar- 
chical; attention to details; importance of facts; getting 
processes in place; stickler for punctuality; inquisitiveness; 
scrupulously honest; and without an iota of arrogance. A 
leader; a great manager; and everybodys friend. 

Here's my request. Will all those who knew Tandon get in 
touch with each other and share stories of one ofthe greatest 
professional managers India has ever had? Mail me, and TIl 
do the coordination. He deserves a case study — or at least 
many stories. Even he would have liked this idea. 











The author is chairman of CERG Advisory. 
omkar.goswami@cergindia.com 
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Sehi finally 
gets tough 
on IPO 
scamsters, 
but it’s 

not enough 








by Rajesh Gajra 


THE WHEELS WITHIN THE SECURITIES AND EXCHA- 
nge Board of India (Sebi) grind slowly, but they 
grind exceedingly small. The market regulator's 
success in getting those who made money from 
the 2004-05 initial public offering (IPO) ben- 
ami applications scam to part with their ill- 
gotten gains has been greater than previous 
Chairman M. Damodaran had probably 
envisaged. Damodaran had wanted the two 


depositories, National Securities Depository 


(NSDL) and Central Depository Services 
(CDSL), to disgorge a sum of Rs 115 crore in the 
scam matter. That order was passed in Novem- 
ber 2006 by Sebi, but the two depositories had 
obtained a stay from the Securities Appellate 
Tribunal. They argued that the people who 
profited illegally should be put to task. 

The new Sebi regime under Chairman 
C.B. Bhave found merit in that argument. As a 
result, on 5 June, Sebi issued consent orders 
against 10 members of the Dadia family and 
two companies floated by them. The Dadia 
groups 12 members were out of a total of 85 
persons and entities named in Sebi's 26 April 


CATCHING SMALL FISH 
Rs 60 lakh has been disgorged in the 
2004-05 IPO henami application scam 


Pratik Pulp Pvt Lid 
Dadia Finvest Ltd 
Jasmina Dadia 
jayesh Dadia 
Kashmira Dadia 


Narendra Dadia 
Deepak Dadia 
(late) Natvarlal 
Sonal Dadia 
Kiran Dadia 
Neha Dadia 
Dhaval Dadia 


Dadia 





2006 interim order. These 85 financiers fi- 
nanced the scandalous benami applications op- 
eration of 24 executants or operators, cornering 
significant blocks of shares that they then sold 
for a huge profit. Sebi is hearing the non-Dadia 
financiers, too, and many of them are also ex- 
pected to pay up their amounts on consent 
terms determined by Sebi. 

Sebi's total estimated profit by these finan- 
ciers — the difference in the listing date closing 
price and the issue price — is Rs 100 crore-odd. 
Of this, over Rs 45 crore profit was made just 
from the IDFC IPO, which saw over 50,000 be- 
nami allottees' demat accounts being used to 
carry out the transfers to the financiers. Most of 
the benami demat acccunts were with Karvy 
Stock Broking, which was a depository parti- 
cipant on NSDL and CDSL. 

In the case of the Dadias, the executant was 
Dharmesh B. Mehta who used Dadias' money 
to apply for shares in the retail quota of the 
IPOs of IDFC, Shoppers' Stop and Nectar Life- 
sciences through the use of over 700 benami 
applicants, benami demat and bank accounts. 
After allotment of shares, he had them trans- 
ferred from the 700 benami demat accounts to 
his demat account and then to the demat 
accounts of the Dadias who, then, purportedly 
sold it off in the market at a profit of Rs 60 lakh. 

Sebi has already received cheques worth 
about Rs 72 lakh from the Dadias. Rs 12 lakh 
will be 'settlement charges' and the remaining 
Rs 60 lakh can be distributed to investors in 
affected IPOs such as IDFC, Yes Bank and 19 
others who did not get allotment due to the be- 
nami allottees. "This is a major breakthrough as 
investors could for the first time get to see com- 
pensation on their losses,” says Prithvi Haldea, 
managing director of Praxis Consulting. 

Haldea is on the primary market advisory co- 
mmittee of Sebi and has suggested to Sebi that a 
new basis of allotment be decided for the affec- 
ted IPOs from which investors who did not get 
any allotment are paid the disgorged amount in 
cash as compensation for their losses. 

It won't be easy for Sebi to come up with an 
acceptable formula for distribution of the dis- 
gorged sum. Also, Rs 60 lakh is a paltry sum co- 
nsidering the overall Rs 100 crore illegal profit 
figure, which can only be recovered when more 
financiers give their approval to consent orders. 

The disgorgement orders against NSDL and 
CDSL also need to be taken up by a committee 
of Sebi members (which excludes Bhave 
because he was the head of NSDL when the IPO 
scam took place). It will be interesting to see 
how it unfolds. 


MP Hint Im hone miim nera eie eA Pe ne vrais nnmero errata Ata Yala EA AB ah rRNA Hythe Pied aerem rre rt neas at eSI IT II A 
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by Gurbir Singh. 


NO EASY SOLUTION: 
Coastal cities like 
Mumbai fear the new 
notification will come in 
the way of development 


The new 
notification 
has the 
coastal 
states 

see red 


THE NEW DRAFT COASTAL REGULATION ZONE 
(CRZ) notification by the Union Ministry of En- 
vironment & Forests (MoEF) has stirred a hor- 
net's nest. Governments of coastal states protest 
that the new norms would virtually ground all 
development projects in coastal belts. 

The new notification replaces the old appro- 
ach to coastal protection that defined the prote- 
cted coastal belt as a 500-metre zone on the 
landward side of the high-tide line. The new 
approach has preferred a more flexible coastal 
protection norm by creating a 'setback line that 
will be drawn on the basis of ‘vulnerability’. 
Critics say how this line is drawn could lead to 
serious subjective errors. 

The notification, the result of the labour of 
the MoEF-appointed M.S. Swaminathan Com- 
mittee in 2004, seeks the “protection and sus- 
tainable development of the coastal stretches ... 
based on sound scientific principles taking into 
account the vulnerability of the coast to natural 
hazards ..." The pillar of the new notification is 
the ‘setback line’, “demarcated along the coast 
based on its vulnerability to sea-level rise, flood- 
ing and shore line changes ..." 

The Swaminathan proposals acquired im- 
portance in the light of the tsunami disaster. 
“Tsunami served as a wake-up call,” said the co- 
mmittee in the preamble of its report. “Any fur- 
ther neglect of sustainable coastal zone mana- 
gement practices will spell doom for the future 
of coastal habitations.” For the first time, the no- 
tification has sought the expansion of the coas- 
tal zone to include territorial waters up to 12 
nautical miles as a ‘regulated coastal zone’, but 
has clarified this won't interfere with the tradi- 
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tional fishing rights of coastal communities. 

Speaking for the Maharashtra Government 
in the process of representing its case against 
the MoEF notification, Sanjay Ubhale, secre- 
tary of special projects, says, “If the notification 
is brought into force, it will be the end of devel- 
opment activity for Mumbai.” The heart of this 
critique is that the setback line to define the res- 
tricted area on coasts is a vague concept based 
on variables such as elevation and geomorpho- 
logy. While permitting some infrastructure de- 
velopment on the seaward side of the setback 
line, the notification is not clear whether this in- 
cludes development of roads. 

Interestingly, environmentalists, too, agree 
that the ‘set back’ line concept is vague. Heri- 
tage activist Shyam Chainani says he has filed 
an objection stating that the notification fails to 
define a minimum setback distance. 

As the draft notification goes through its 
mandatory 60-day phase of ‘objections and sug- 
gestions’, it seeks continuity by prescribing that 
the terms of the old CRZ notification of 1991 
should continue till the setback line is defined. 

Indira Gandhi, as the Prime Minister in 1981, 
had set the tone of the debate when she wrote to 
all chief ministers “about the degradation and 
mis-utilisation of beaches in our coastal states 
by building and other activity” and exhorted 
that they be “kept clear of all activities at least 
up to 500 metres from the water at the maxi- 
mum high tide”. With all its shortcomings, the 
new draft notification has put coastal conserva- 
tion back on the agenda. 
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Banks are 
being 
squeezed 
on spreads 
and 
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TOUGH TASK: 
Y.V. Reddy, governor, 


b. CWARE S. pee Reserve Bank of India 


NN. 


LOOK OUT, HERE COMES THE HIGHER INTEREST 
rate spiral. On the evening of 11 June, the Re- 
serve Bank of India (RBI) raised the repo rate 
by a quarter of a percentage point (25 basis 
points or bps in financial markets parlance) as a 
response to a rise in inflation expectations. RBI 
Governor Y.V. Reddy has been unequivocal in 
his pronouncements that the central bank will 
do whatever it takes to keep inflation within 
manageable limits. And now, he has. The repo 
rate is the rate at which banks borrow from the 
RBI to meet their liquidity needs; so banks 
could also raise interest rates in response. 

The immediate impact could be that short- 
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term and overnight money market — what 
banks use to meet daily liquidity needs — could 
become more expensive. Longer-term deposit 
rates tend to react more slowly. Liquidity will 
determine any other interest rate hikes by 
banks, such as lending rates on credit cards or 
lending on mortgages. Banks and financial in- 
stitutions will take some time to take a decision 
on raising their prime lending rate — the rate 
for the highest rated borrowers. 

Bank depositors will also be watching. 
With inflation hitting a three-and-half year 
high of 8.24 per cent on 24 May, folks who have 
parked money in one-year deposits of banks at 

.75 per cent and who may be on the cusp of 
negative real returns may be considering 
moving their cash into higher positive-return 
assets. With the recent oil price hike, inflation, 
the hydra-headed monster, will only go up; and 
when data for the current week comes out in 
less than a fortnight, it will be introspection 
time for bank depositors. 

RBI's quick estimates for 2005-06 (the latest 
avallable data) show that of total household 
sector's savings of Rs 7,97,117 crore, a tad over 
50 per cent were financial savings. The bulk of 
this is in bank deposits. So, with the real rate of 
return set to turn negative — as inflation 
crosses 10 per cent — will depositors look at 
other avenues of investment? “Not really,” says 
Shubhada Rao, chief economist at Yes Bank. 
"This idea about negative returns and investors 
reacting to it is largely western in concept. It 
does not work in India. The average bank 
depositor is not all that savvy and will not react 
if returns on bank deposits turn negative due to 
rising inflation." 

Of course, the behaviour of wholesale deposi- 
tors — large corporates — and of high net worth 
individuals (HNIs) will be totally different com- 
pared to that of mass retail customers. *Whole- 
sale depositors will definitely shift or ask more 
by way of returns; it's already happening,” says 
Rao. "So will HNIs.” According to Development 
Credit Bank's Country Treasurer Harihar 
Krishnamurthy, while customers may not break 
their fixed deposits, many are shopping for finer 
rates on maturity. 

A rate hike on such deposits will have only a 
marginal impact on the larger banks’ liabilities 
costs. This is because wholesale deposits form a 
small portion of their total liabilities; and the 
bulk of it are in the form of current and savings 
accounts (CASA). But foreign and a few private 
banks will be hit as they do not have a large 
branch network, and their access to cheaper 
and stable CASA is limited. 

Market watchers report that some of these 
banks are offering interest rates ranging 


BUSINESSWORLD 


between 9.75 per cent and 10.25 per cent to 
wholesale depositors. These rates may now go 
up further with the latest hike in the repo rate. 
Inter-bank sources say that this will only go up 
in line with inflation. But what is interesting is 
that while interest rates for one year on Certi- 
ficates of Deposits — another wholesale way of 
raising funds by banks — has moved up to 9.50- 
11.50 per cent (fortnight ending 13 April 2008) 
from 9-10.75 per cent (28 March 2007), 
volumes have dipped to Rs 93,808 crore from 
Rs 1,47,792 crore. Does that mean there's a 
liquidity squeeze in the wholesale deposit 
segment? Time will tell. 

And just where is inflation headed? Accord- 
ing to Standard Chartered Bank's Senior 
Economist Shuchita Mehta, the recent revision 
in fuel and petro prices would push inflation 
further upwards. *There has been a reduction in 
the excise and custom duties, but given the 
current losses incurred by the oil companies, 
the probability of the benefits to be passed on to 
the consumers remains minimal.” She is of the 
view that headline inflation will go up to 10.06 
per cent for the week ending 7 June. And if RBI 
hikes the cash-reserve ratio again — on which 
monies banks get no interest — the squeeze on 
spreads between deposits and lending can only 
get harder. 

“We believe in an otherwise tough envi- 
ronment where asset yields are not seeing any 
signs of improvement, state-run banks with a 
higher focus on CASA and lower dependence 
on bulk deposits will be able to protect their 
margins going ahead,” says Punit Srivastava, an 
analyst at Enam Financial. Net result: if deposit 
rates inch up, banks will sooner or later have to 
pass on the costs to borrowers. 

Industry and corporate India were already 
expecting higher interest rates on borrowing. 
At some point — and that can be very soon — 
banks will raise lending rates as spreads are 
squeezed, particularly those banks that depend 
on wholesale deposits. Small scale industry 
associations — whose members are lobbying 
their legislators and members of Parliament for 
a reduction in lending rates — are likely to be 
the hardest hit. Corporate India could feel the 
pinch, too. 

Doing that in an economic slowdown will 
make it harder on companies as along with raw 
material and other input costs, financial costs 
also go up. If that happens, the economic slow- 
down could become a sharp deceleration. When 
the going gets tough, the tough get going. When 
the going gets tougher, it is anybody's guess 
what is likely to happen. 
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Chaos And 
Disorder 


by bill emmott 


THIS IS THE ERA OF BOOKS ABOUT THE RISE OF 
new eras. The debacle in Iraq, the decline in 
the US's worldwide reputation under George 
Bush, the credit crunch, the fall of the dollar, 
the rapid economic growth in China and In- 
dia, the way in which record oil prices have 
strengthened countries such as Russia and 
Iran — all these developments have inspired 
authors to ponder what might come next. 

It is a fair question. Notable books recen- 
tly published in an attempt to answer it inc- 
lude Parag Khanna's The Second World, 
which considers that three empires will now 
dominate the world (see also page 64); 
Robert Kagan's The Return of History and 
the End of Dreams, which reckons the new 
era will be characterised by complexity and 





New 'era' 
hooks fail to 
recognise the 


from a handful of years. This jump from br- 
oad sweeps of history to contemporary ana- 
lysis is where the problem of era books arises. 

Khanna, a scholar at the New America 
Foundation in Washington, DC, sought to 
emulate Arnold Toynbee, a great 20th-cen- 
tury British historian, by touring the world 
and reporting on what he saw in the 50 or so 
"second world" countries he visited, by which 
he means ones that are neither poor nor rich. 
Yet on the basis of that journey he, too, chose 
to come up with an over-arching theory, the 
idea that the world is now going to be domi- 
nated by three big countries or blocs: a de- 
clining and (he thinks) incompetent US; a 
peaceable European Union; and a rising, 
bumptious and potentially aggressive China. 

The trouble with this thesis is not what it 
includes; it is what it leaves out. What about 
the other countries that are growing and are 
getting more powerful? Brazil, Russia, India, 
South Africa, Mexico, Iran and many more 
will not buckle down easily to three global 
“empires”, to use Khanna’s chosen term. 

The real villain in all this is surely the Cold 
War. For more than half a century, commen- 
tators had the benefit of a simple way in 


the unpredictable presence of many power- clout of many which to analyse the world. We could all be 
ful countries; and Fareed Zakaria's The Post- : divided into communists and capitalists, 
American World, whose title you might countries and into supporters of the West or of the Soviet 


imagine to be self-explanatory but for the 
fact that Zakaria argues that the US will re- 
main the single most powerful country. 
There is, however, a basic problem with 
the answer given by such books, one that is 
displayed by The Post-American World on its 
very first page. Zakaria, the editor of 
Newsweek International, says that the world 
has seen “three tectonic power shifts” in the past 500 years, 
by which he means great changes in the distribution of inter- 
national power. First there was the rise of the western world, 
which began in the 15th century. By the western world he 
presumably means Europe, since his second shift was the 
rise of the US, which he dates from the final years of the 19th 
century. Many historians would consider the American pe- 
riod to be a subset of the European era. That would be awk- 
ward, however, for it would deprive Zakaria of his book title 
and his chosen designation of the third power shift towards 
a post-American era, which he also calls “the rise of the rest”. 
This era is otherwise known as globalisation, a period dur- 
ing which the US's long post-1945 effort to convince others 
ofthe merits of free trade and liberalised capital markets has 
finally paid off. But having talked of a 400-year western era, 
then a 100-year American one, the evidence that this new 
era is a third tectonic shift, relies on statistics and anecdotes 
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Union. With the collapse of the Soviet Union 
in 1989-91, that simplicity was lost. Scholars 
have been looking for a substitute ever since. 
But what ifthe world is not simple enough 
to be defined? The argument of Kagan's ad- 
mirably short book is that it is not. We are 
not, as Francis Fukuyama infamously wrote, 
at "The End of History”. Instead, we are in a 
multi-polar world in which many countries are becoming 
powerful, nationalistic and ambitious, and in which the rul- 
es of the game will be disorder and unpredictable behaviour. 
In truth, this messy, multi-polar world has been evident 
since the end of the Cold War. In that time, the US's stance 
has fluctuated, from the “reluctant sheriff" in the title of a 
1997 book by Richard Haass, now head of the Council on 
Foreign Relations in New York, to the "indispensable nation" 
cited by Madeleine Albright when she was Bill Clinton's sec- 
retary of state, to the unilateralist approach of President 
Bush. But the essential trend ofthe world has not changed in 
that time. Whether or not that makes the period a new era, 
or just a further phase of American leadership, is a question 
best left to historians in decades or even centuries to come. 


The author is a former Editor of The Dina 
policyworld.bw@gmail.com 
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destinations 











GO TO WHERE 50% OF INDIA'S 
MOST AFFLUENT LIVE 


Your brands can have a rich and rewarding experience 
inside Jagran's footprintas we take you to 37 inspiring 
destinations. Just to give you a sneak preview of the 
potential of Jagran footprint: There are 50% of SEC | Eu me 
A and 48% of 10 K+ MHI people residing here. And POPULAR 





DRIVE YOUR BRANDS 


the journey with us will be more rewarding when you 
realize that 8.2 million graduates and above read 
Dainik Jagran in India which is highest amongst any 
newspaper. Talk to us and find out the amazing 
. figures across all our 37 destinations. Similarly when 
you travel with us to parts of India like UP, Haryana, 
Bihar, Punjab, Jharkhand, J&K, MP, Delhi, 
Uttarakhand, WB, HP you will see the terrain 
changing but the landscape remains the same with 


BHARAT DARSHAN 
DESTINATIONS 
Some of India's most respected 
brands are regularly sighted at all 
our 37 destinations, with many 
repeating their trips with 
consistent regularity. Find out 
what is good for your brand 
from our managers and they will 
guide your brand to a powerful 


Jagran. We give you India like no one can. and entiching destination. 


VISIT INDIA IN 9 COLOURFUL DAYS 


You have 9 exciting packages to choose from to fit into your 7-day INDIA week.Our exciting options for specific 
segment, all in blazing colours give your brand the option of celebrating everyday of the week as a weekend. Choose 
Jour target group from youth to students to job hunters to entertainment seekers. We have one for everyone. Not a 
day passes without excitement and fun at Dainik Jagran.For your brand everyday is a weekend. 


€ - Travel & Tourism u nt for Kids 
Education & Careers Women's Sunplenient Supplement fo 
SED Sax. d Ji AST 

m Base U D PR 
Supplement Entertainment rende fopobiperis 








Agra, Allahabad, Aligarh, Amritsar, Bareilly, Bhagalpur, 
Bhopal, Delhi, Dhanbad, Dharamshala, Dehtadun, 
Gorakhpur, Jamshedpur, Jalandhar, Jammu, Haldwani, Hissar, 
Indore, Kanpur, Lucknow, Ludhiana, Meerut, Moradabad, 
Muzaffarpur, Panipat, Patna, Ranchi, Reva, Siliguri, Varanasi, 
Patiala, Jhansi, Bhatinda, Rai Bareilly, Haridwar, Mathura, 
Faizabad 












Take your brands 
on a life changing journey 
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CRAZY IN THE 
INDIAN LANDSCAPE 

If your brand wants to hit the 
road with Jagran, you can hit 0 to 
100 in seconds. Jagran Footprint 
owns 50% of the total 
Automobile owners in India, 
making it virtually the grand prix 
track for brands to race on. Time 
to start your engines now. 





YOUR BRAND'S FASTEST ROUTE TO INDIA : 


11 States, 37 Editions, 5.66 Crore Readers 


Japanese newspapers 
will have to get used to 
writing Ranbaxy in the 
katakana script 





EXECUTIVE SUMMARY 


® The deal will spur other 
Indian pharma firms to 
cash out 


e Anew business model 
could emerge as more 
generic firms and 
innovators shake hands 





HAT WAS MALVINDER MOHAN 
Singh, scion and CEO of India's 
largest drug maker, Ranbaxy 
Laboratories, in an interview 
with BW in August 2005. A 
good three years later, Singh, 
35, has walked the talk. This 
week, Japan's third-largest drug maker, Dai- 
ichi-Sankyo, agreed to buy out Ranbaxy's 
Singhs of New Delhi in an all-cash deal valuing 
India’s largest drug maker at $8.5 billion, or 
over five times its 2007 revenues, the largest 
deal recorded in the Indian pharmaceutical in- 
dustry. It will add about $1.6 billion to Daiichi's 
$8.2-billion topline and give the Japanese 
pharma major a footprint in over 60 markets, in 
some of which it isn't present. While the Singhs 
will offer 34.8 per cent in the company, a 
mandatory open offer to minority shareholders, 
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if successful, will add another 20 per cent to 
Daiichi's shareholding, taking it to over 50 per 
cent. The deal, worth $4.6 billion, is being con- 
cluded at Rs 737 a share, which is a 31 per cent 
premium to the ruling market price. 

The combined entity will be bigger than Teva, 
the world's largest generics company at $9.4 
billion, but still far smaller than the $40-billion 
Novartis group, which owns Sandoz, the world's 
second largest-generics player. It will rank No. 
15 among the list of innovator companies dot- 
ted by big names, such as the $48-billion Pfizer 
and the $44-billion GlaxoSmithKline. 

The agreement is being hailed as a watershed 
— it aims to combine a generics powerhouse 
making cut-price, legal copycat drugs with a 
Japanese innovator company that only deals in 
premium-priced patented medicine. *The deal 
signals to players that there is no need for Chi- 
nese walls between two businesses,” says Tarun 
Shah, India head of Wall-Street headquartered 
Mehta Partners that advised Daiichi-Sankyo. 
"It opens up a completely new business model 
to the pharma world.” 

Itis also a rare acknowledgement by an inno- 
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-< Vator pharma company that its business model 
_ has holes. Innovators’ research and develop- 
.. ment (R&D) pipelines are drier than before, 
. new drug approvals are slower in coming, 
> thanks to safety concerns, and traditional geog- 
raphies such as the US, western Europe and 
Japan are getting genericised, as payors — gov- 
ernments and insurers — push low-cost copy- 
eats over high-priced innovator drugs. In 
. Japan, where an ageing population and rising 
healtheare costs have led the government to al- 
low generics substitution for branded innovator 
drugs, Daiichi lacks the low-cost development 
< and manufacturing back-end to supply them, 
like Ranbaxy does. Nor does it have a presence 
-= in other markets to make up for a dip in for- 
tunes in traditional geographies. 

Equally, it is a sign to the promoters of some 
Indian companies struggling to keep pace with 
the changing dynamics of the global pharma- 
ceutical industry that the moment of reckoning 

ois nigh. The global generics market is poised for 

fantastic growth but Indian companies have yet 

to acquire the scale required to survive in a 

.. competitive global market that is also consoli- 

dating. After India signed an international 
agreement to respect drug patents, they can no 
longer rip off patented drugs. Patent expiries ta- 
per off after five years, but Indian firms have yet 
to launch their own new drugs. 

"Should I persevere? Should I wait for a bet- 
ter deal, or should I go now? Those are the ques- 
tions that some promoters should be, and may 
well be, asking themselves," says Utkarsh Pal- 

- .nitkar, national sector leader for health sciences 
at consultancy firm Ernst & Young (E&Y) in 
Hyderabad. So far, they have held on to their 
businesses, some even turning down offers for 
sale. But with the Ranbaxy deal, *others may 

_ want to revisit their strategies and take the of- 

-= fers coming their way more seriously", says Su- 

Shetty, associate director of Pricewater- 
useCoopers i in Mumbai. 








ndian generics companies, especially Ranbaxy, 
ave been feeling the heat of falling prices and 
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by Gauri Kamath 





The Japanese pharma 


major has bought out India's 


large St drug maker 


Ranbaxy on generous 
terms. Here's why, and what 
it will Mean for India Inc. 


The Buyer And The Seller 


ELEMENTS DAHCHI SANKYO 





FY2007 - 


O——— ——— 


meh 


| otherwise mentioned 


23 JUNE 2008 21 BUSINESSWORLD 


E ———— ———————— na aa 


€ Á—— 


x Net Sales | 8,220.13 - 
Overseas Sales ; B 349, 32 

: Research a and Devel lopment - 2d 1527. 09 - 

; Operating Income B 14645 Sl 

-Net income - , 912. 52 
Assets | E 896. 99 

| Return o on Equity (ROE). " l 7.80% — u 

| Earnings per Share (EPS) : m $126 u 

- Number of Consolidated - ! 

Subsidiaries. : 43 

f Number of Employ oyees 45, 349 







RANBAXY | 7 
LABORATORIE 


FY2007 


REN 


1,012.85 


Sii ot lvi re PW eS EN 


niis ped 


i 






aiia ad ania seen stip Sdn NSIS 


613. 87. 


~ 229. 9» 


T 


143.96 © 


——— ————— m 


(527. 03 
28.8 80% 
| S0. 35 


l8 
8, m 


‘ All Pm are in million dellars unless 


source: Company website... 


————LE MP 

















y 
| 





dnte T uv i 
I :> - a 
" — Se p E 13 k a , H 
RU Ec : fr Dales: i 
zl Tín e TEE PMID pel mi 
E. +... ae 
$ x r "m he Ls wv 4d 
ENS ww n e | i i X 7 A" N 
EN "1X TT WW, 
un dili rens EEE EE ee — MERE 
PR ee ue a; ge D AE 
452, Í pe ERE: Ns A 




































Shortly after addressing a press 
conference in New Delhi to announce the 
deal with Daiichi Sankyo, Ranbaxy CEO 
and MD, Malvinder Mohan Singh, spoke 
to BW's Gauri Kamath in Mumbai on 
telephone. Excerpts: 

, This is not an exit. This is a strategic 

s transaction that will completely trans- 
form the way business is done. It brings to- 
gether a generic and innovator company. 
This is phenomenal. We are headed for a 
strategic redefinition, and are creating a new 
business model. It makes perfect sense for 
the shareholders, and takes the company to a 
different level. On the financial side, the debt 
goes to zero, Rs 3,000 crore of cash comes in, 
the market capitalisation goes to $8billion, 
the net worth goes up. Our objective is to be 
No. 1 in generics. Together, we are among the 
top 15 innovator companies. We are bigger 
than Teva. And it is a matter of great pride 
for any Indian to say this. 


,When we were doing the deal, we 
a started by talking alliances, then a 
joint equity partnership. But they wanted 
50.1 per cent, and the only way we could do 
that was if we sold our stake. I will have no 
equity holding and I will be Chairman and 
CEO. We will be a listed company, and we 


will continue to grow and acquire. 
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A , I think it was not easy to explain it, or 
s for them to understand it. It took 
time. Eventually, they saw the logic. 


f£ Did vou speak 
fi gu HEN . 

, I have spoken to Indian and interna- 
= tional players, I have explored merg- 
ers and acquisitions. Eventually, I saw the 


^ De 


AMIT VERMA 


23 JUNE 2008 


f pharmaceuticals 


, They are all independent businesses, 
s and make independent decisions. 


, 1 
; CNTA nt vn IT" ecra ie « 


a What difference does it make? In my 

s mind, I don't walk into my office as 
shareholder; I walk in as CEO. I have always 
kept management and ownership separate. 
When my father (the late Parvinder Singh) 
passed away, I moved my way up the ladder. I 
was then wearing both hats — that of owner 
and manager. Today, I am not wearing the 
owner hat, but my dream, my passion, is all 
there. I am here. This (being Chairman and 
CEO) is not a stop-gap arrangement. 


, That is wrong. Generics will continue 

s to do well; there is a huge opportunity 
there. Ranbaxy needs to enter Japan and do 
things there. We have to create opportuni- 
ties, and I want to drive it and lead it. 


a Hanbaxy-lja eal 
A: I want it to be seen as a transforma- 

= tional deal, a deal that took Ranbaxy 
to the next orbit. Ranbaxy today, in any case, 
is more global, more stable, has more lines of 
business than when I took over, and growth 


is absolutely strong. 
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a Yes. We have changed the business 
a model, and others will follow. 
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A- When you find the right fit, you just 
= do it. 
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expensive patent lawsuits, in the US, the 
world's largest pharmaceutical market. 
Many pharma stocks have missed the bull 
run of the Sensex, though investor money 
has been recently flowing back into the in- 
dustry. Yet, Ranbaxy's sheer size, breadth 
of operations, and its resilience, it was felt, 
would provide opportunities for its pro- 
moters to make good. That, coupled with 
the perception that the Singh family's 
identity seemed inextricably intertwined 
with India's largest drug maker, made a 
sell-out look implausible. Even as the 
Singhs began funneling resources into 
new businesses, such as financial services, 
a sell-out was spoken of as something that 
may eventually happen, but perhaps not 
immediately. 

It has now, and in a matter of months. 
Daiichi first made overtures only in No- 
vember last year, says Shah of Mehta Part- 
ners. "When you see the right fit, just do 
it,” says Singh now. 

Is the Ranbaxy-Daiichi deal an isolated case 
resulting from a promoter choosing his bets, or 
does this signal a trend? And why did Singh 
choose this moment to sell out when Ranbaxy, 
in his own words, was poised for "absolutely 
strong growth"? 


AMIT VERMA 


Big, Yes, But Can Be Bigger 

Until recently, Ranbaxy was the predator. Un- 
der Singh, who took over as CEO in 2006 from 
expat Brian Tempest, the company embarked 
on a string of acquisitions to enter new markets 
or strengthen its presence in old ones. Singh 
concluded the $324-million buy of Terapia, a 
leading generics firm in Romania, also snap- 
ping up other smaller generics businesses in 
Italy, Spain and South Africa along the way. The 
idea was to spread Ranbaxy's reach in promis- 
ing markets outside its largest market, the US, 
where margins were under pressure and growth 
tougher to come by than before. 

In India, Ranbaxy stayed the undisputed king 
in terms of revenues — though in one year it was 
overtaken by Dr. Reddy's of Hyderabad (thanks 
to a series of one-off product exclusivities in 
western makets for the latter, that later ran out). 
But it could not break into the top five in the 
global generics pecking order. It continues 
stubbornly at No. 9, a distinction it first ac- 
quired at least four years ago, if not earlier. 

In contrast, Israel's Teva and Germany's San- 
doz have consolidated their position at the top 
with big-ticket deals and widened the gap be- 
tween them and the rest. They are now nearly 
eight times as large as Ranbaxy. Others, such as 
the US's Mylan and Barr Laboratories followed, 





BLOOMBERG 


moving up with each deal. 

In the meantime, Singh's own attempts to 
pull off a large acquisition came a cropper. Last 
year, the young CEO raised eyebrows when he 
said he would bid jointly with private equity 
players for the generics business of Germany's 
Merck Serono, which, at the time, was almost 
twice Ranbaxy’s size in market capitalisation. 
Quelling sceptics, he said he was willing to di- 
lute his shareholding if need be to mount a bid. 
But he later backed out. “It was way too expen- 
sive, it did not make economic sense,” he says 
now. “You have to know when to walk out.” 
Merck Generics went to Mylan for over $6 bil- 
lion. (Mylan’s stock has since lost nearly 20 per 
cent.) Industry watchers say, even if Singh had 
rustled up the money, Ranbaxy lacked the man- 
agement bandwidth to digest such a large ac- 
quisition. Singh thought otherwise, but his 
claim was not ultimately tested. 

In recent months, Ranbaxy' share price has 
been looking up, thanks partly to investor inter- 
est being rekindled in pharmaceuticals, a de- 
fensive sector during slowdowns, and partly 
owing to big-ticket patent settlements that 
Ranbaxy has struck with large US companies. 
But challenges persist. The commoditised US 
generics market continues to be its largest. It 
has been embroiled in lengthy and expensive 
patent litigation in key markets around the 
world with world No. 1 Pfizer on its cholesterol 
drug Lipitor and lost often, pushing the launch 
of a copycat Lipitor to 2010. Patent settlements 
with innovators — where Ranbaxy abandons its 
patent challenge on an innovator drug in ex- 
change for a piece of the manufacturing or dis- 
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EXPANDING 
PRESENCE: Takashi 
Shoda, president and 
CEO of Daiichi Sankyo 
(left) and the company's 
headquarters in 

Tokyo, Japan 





BHAI MOHAN SINGH, a 
moneylender, takes over 
Ranbaxy, a drug 
distribution company, 
from its founders, Ranjit 
Singh and Gurbax Singh 
of Amritsar, in lieu of debt 


uod. M pharmaceuticals 


How the Story Unfolded 


1990s 


PARVINDER 
ousts Bhai 
Mohan 
Singh from 
Ranbaxy in 
the early 


1970s 


RANBAXY goes 
public. Invests in 
manufacturing 


1980s 


BHAI MOHAN divides 
assets among three 
sons. Parvinder 
Singh, the eldest 
gets Ranbaxy, broth- 
ers Analjit Singh and 
Manjit Singh get 
Max India, and 
Montari Industries, 
respectively 


Shivinder 


tribution action — are being questioned by the 
US anti-trust authorities. 

While Ranbaxy’s growth has been healthy, 
smaller companies such as India’s Sun Pharma- 
ceutical Industries have managed to hold on to 
or grow margins better, and delivered superior 
shareholder returns. *Ranbaxy's base business 
continues to remain weak," wrote Deutsche 
Bank analyst Abhay Shanbhag in an April re- 
port. "The momentum of positive newsflow is 
unlikely to continue... given the high gearing 
and weak financial markets, a large acquisition 
in the near term looks unlikely.” 


Changed Thinking 

Indeed, Singh's own response to the challenges 
before him appear to have gone through some 
iterations before he decided to cash out. In late 
2005, poised to helm the company started by 
his grandfather, the late Bhai Mohan Singh, he 
said that even if Ranbaxy were merged with a 
larger company, he would be in the driver's seat, 
albeit with a smaller shareholding. “Td much 
rather own 20 per cent in a $15-billion com- 
pany than 36 per cent in a $5-billion company,” 
he had said. This was behind his interest in 
Merck Generics. But he was hamstrung by Ran- 
baxy's lacklustre share price and substantial 
debt on its books. 

This no doubt posed a quandary — Ranbaxy 
was not small enough to get into profitable 
niches (like contract research services for 
multinationals) that would make an immediate 


i Businessworld 


part of the decade after differ- 
ences over how to grow the 
company. Parvinder, afflicted 
by cancer, passes away in 
1999, but not before anointing 
friend and trusted lieutenant 
D.S. Brar as successor over 
his two sons Malvinder and 


2000s 


MALVINDER grows rapidly in 
Ranbaxy’s ranks and eventually 
becomes CEO of a now large 
global generics player after 
Brar resigns suddenly and 
replacement CEO Brian 
Tempest is pushed upstairs as 
Chief Mentor shortly thereafter. 
Fuels speculation that promot- 
ers want to take back the 
reins. After barely 

three years in the Businesswor 
saddle, sells his — Fe. 
family’s stake to 

Japanese 

drug maker 

Daiichi Sankyo 





difference to its business, nor could it become 
large quickly enough to steamroll competition 
and dominate the market. 

That could have pushed a rethink. For having 
made an attempt to put Ranbaxy back on track, 
Singh chose to cash out completely. 

Palnitkar of E&Y points to other pressures on 
the scion. Singh has had to prove that he is 
equal to a position that he is seen to have inher- 
ited, not earned. (Singh says he “worked his way 
up the ladder”.) Like a number of other Indian 
firms, the Singh family has divided the steward- 
ship of its various businesses between Malvin- 
der and younger brother Shivinder. In their ab- 
sence, other members and family loyals step in 
as proxy. 

The last professional to enjoy a lenghty stint 
at Ranbaxy’s helm was D.S. Brar, Ranbaxy’s 
CEO before Tempest and a close friend of 
Singhs late father Parvinder Singh — the man 
widely acknowledged as setting Ranbaxy on the 
path to being a global generics player and aspir- 
ing innovator. Brar was handpicked by the elder 
Singh just before his death in 1999 and presided 
over a period of rapid growth. But abruptly in 
2004, Brar resigned, sparking speculation that 
the promoter family was eager to take back the 
reins. This impression gained ground when 
Tempest, who became CEO after Brar, was 
shortly thereafter assigned the largely ceremo- 
nial position of Chief Mentor, paving the way 
for the Ranbaxy scion to take charge. “At some 
point, there was a question about how long 
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A Disappointing Ride 
Ranhaxy’s stock has fallen by 10.29 per cent since 2005, whereas the BSE Sensex 
has t more than doubled and the BSE Heaitncare n dpud hy is per cent 
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Merger Moves 


Consolidation in the $54-billion generics 
industry has gathered pace in 2005 and 2006 


DEAL SIZE 
$8.5 hn 


TARGET 
a HexalandEon — 
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Singh would persevere, constantly being ques- 
tioned about whether he is the right man ‘or the 
job” says Palnitkar. “Perhaps, this deal is partly 
a result of that.” 

The other could be the family’s need to put re- 
sources behind two other promising busimesses 
where the brothers hold an interest — hospitals 
and financial services. In a recent interview, 
Singh had told BW, “I want to do a Ranbaxy in 
the financial services industry" 

Sources say that in recent months Ranbaxy 
was shopped by investment bankers to poten- 
tial Indian and international suitors, including 
UK's GlaxoSmithKline. Ultimately, Daiichi 
came calling. When Mehta Partners suggested 
the idea of acquiring a generics firm with global 
interests, “Daiichi embraced it”, says Shah. 

Singh puts it differently. The talks with Dai- 
ichi, he says, did not begin with a sell-out. "We 
began talking an alliance, then joint equity 
holding,” he says. But they wanted it al, says 








Singh, and he rcd because this would give 
Ranbaxy what he had not managed yet: scale. 


"This takes the company to the next level,” he æ 


says. Singh will continue to be CEO, and add the 
mantle of Chairman, which he insists is not a 
'stop-gap arrangement. 

With this deal, the Singh family pockets be- 
tween $2 billion and $3 billion for its holding. 
At almost 21 times earnings before interest, tax, 
depreciation and amortisation (EBITDA), Ran- 
baxy is more expensive than Merck Generics at 
14 times, and Matrix at 18 times were to Mylan. 
The company also gets a cash injection of about 
$1 billion through a preferential issue of share 
warrants that will help it to retire its debt. "Its a 
brilliant deal from the seller's point of view,’ 
says one New Delhi-based investment banker 
who says Singh chose the right moment to cash 
out. “It can't get better than this." 


Undeniable Logic 

The biggest challenge begins now. There has 
been no recent example of a generics company 
being integrated into an innovator company. 
“That is definitely going to be a big issue,’ says 
one industry executive who has worked in In- 
dian and multinational companies (MNC). 
There could be cultural clashes — innovator 
companies have always seen themselves as su- 
perior to generics companies. Besides, the 
Japanese culture of consensus-building and 
team playing could be new for promoter-run 
companies that are more individual-centric, he 
says. Adds former Ranbaxy CEO Brar, "Will 
(Singh) take the same painstaking efforts in 
running the company now? I'm not so sure.” 

The jury is out on whether this will start a 
trend at all. There are companies, such as 
Mumbai's Cipla, which are smaller than Ran- 
baxy, have no interests in drug discovery, and no 
clear succession plan either, who might want to 
take the cue. “This is a seminal deal for the 
pharma industry,” says Swati Piramal, director 
of Piramal Healthcare, a mid-sized Mumbai 
pharmaceutical company. 

“Others may choose to follow,” she says, but 
her company, focused on new drug discovery 
and contract manufacture for MNCs, won't. To 
those involved, the logic of the deal, while slow 
to emerge, is undeniable. To stay in the game, 
innovators need to be in the generics space, and 
the other way around. “There need not be artifi- 
cial barriers,” says Shah. 

In Daiichi and Ranbaxy, the twain will meet 
and, perhaps, the deal could be a catalyst for the 
emergence of a new business model for the 
global pharma industry. 


gauri. kamath@abp.in in 
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A Foreign 
Exchange 


Nifty futures 
trading at 
Singapore 
threatens 
local 
earnings 


by Rajesh Gajra 


IN THE PAST COUPLE OF WEEKS, DESPITE THE TRAD- 
ing action in the Indian stockmarket being sub- 
dued, the liquidity of Indian equity listed abr- 
oad has risen. Some market players in India are 
apprehensive about this trend; little by little, 
revenue from brokerage, depository operations 
and other intermediary activities that would be 
earned here, is now shifting overseas. 

On the Singapore Exchange's (SGX's) deriva- 
tives trading segment, the value of trades have 
risen several times. Open interest positions in 
the listed futures contract on the Nifty index 
has increased an astounding 45 times; from 
16,202 per month during Jan-Oct 2007 to 
744,408 during Oct 2007-May 2008. 

There are many reasons for this. Several 
global hedge funds and some global equity in- 
vestors prefer to take their country exposures 
through an investment in futures contracts on 
the leading index of that country. In 2005-07 — 
when the bull run was steaming ahead — these 
investors did this through Nifty futures traded 


stockmarket 


on the National Stock Exchange (NSE) itself. 
But it was done through participatory notes (P- 
notes) with Indian equity derivatives as under- 
lying issued by foreign institutional investors 
(FIIs), and accounted for a third of all FII in- 
vestments through P-notes. 

The central government's efforts to curb high 
dollar inflows resulted in the Securities and Ex- 
change Board of India (Sebi) banning, in Octo- 
ber 2007, FIIs from issuing P-notes that had de- 
rivatives as underlying securities, and imposing 
tight limits on the issue of P-notes. "It is no co- 
incidence that the post-November rise in Nifty 
futures volumes on the SGX coincides with the 
Sebi ban,” says Sanju Verma, head of institu- 
tional business at HDFC Securities. 

Nifty futures is one of some international in- 
dices' futures traded on the SGX. The average 
traded value of Nifty futures in SGX is now 
about 15 per cent of that on the NSE (see graph 
‘Trying to catch up’) and the open interest posi- 
tion is even higher at around 60 per cent. Corre- 
sponding figures in the first 10 months of the 
last year were 2-5 per cent and 10-12 per cent. 

How real is the threat of revenue loss? Can 
the Indian market lose its liquidity and trading 
volumes to other markets even as global equity 
investors continue, by and large, to get the ex- 
posure on India? “The SGX Nifty futures trad- 
ing seem like a kid now, but it will ignite when 
investors realise they get better liquidity there,” 
says Ajay Shah, a senior fellow at the National 
Institute of Public Finance and Policy. “It is pre- 
mature for me to comment on the threat but if 
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your overseas client is not trading through you 
in India your business will reduce,” says the sen- 
ior vice president of an indigenous Indian bro- 
kerage firm with footprints in overseas markets. 

Some highlight the advantages. “There is a 
risk of business shifting overseas but we believe 
it will create new business, and improve depth 
and allocation to Indian equities,” says Ashok 
Jain, managing director of Mumbai-based Ari- 
hant Capital Markets, an NSE brokerage firm. 

There are also over 15 exchange-traded funds 
(ETFs) based on Nifty or Sensex being traded 
on overseas exchanges in Europe, the US and on 
the SGX. Trading volume in these ETFs are, 
however, not yet worrysome. But it is picking 
up, at least in comparison with trades ir. depos- 
itory receipts of Indian companies (American 
Depository Receipts in the US and Global De- 
pository Receipts in European exchanges). 

A recent analysis done by Instanex Capital, 
Mumbai-based investment advisor, revealed 
the trading volume from October 2007 to Mar- 
ch in eight Indian ETFs listed in the US made 
up 16 per cent of the total trading in ADRs, 
GDRs and the eight ETFs. Its share was more 
than the 12 per cent share of GDRs, while the 
balance 73 per cent was in ADRs. 

Regulatory arbitrage apart, increasing trans- 
action costs also provide an impetus to an impe- 
nding transfer of domestic liquidity to interna- 
tional markets. Since the past month, the effect 
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of the removal of tax benefits on securities tran- 
saction tax is seen. “It has not only killed arbitr- 
age volumes, but impaired price discovery and - 
hence, a fall in depth and breadth in the futures 
space,” says HDFC Securities’ Verma. “Why wo- 
uld FIIs trade in a market that is fraught with 
poor depth and high transaction costs?” 

It appears that new Sebi Chairman C.B. Bha- 
ve is open to reconsidering the ban on derivati- 
ves-based P-notes. "The ban will be replaced 
with limits similar to those on P-notes with cash 
market positions as underlying,” says a senior 
vice-president for global transaction services of 
a foreign-bank custodian that, along with other 
custodians, have been in extensive dialogue wi- 
th Sebi in recent weeks. Such dialogues resulted 
in Bhave recently reversing his own step in im- 
posing upfront margins to FIIs for their trades 
in the cash market with effect from 16 June. 
Now, FIs have to pay the initial margin on T+1. 

The problem of dollar inflows seems to have 
subsided as seen from recent relaxation in the 
external commercial borrowing norms. That 
might give Bhave a chance to persuade the 
government to allow it to relax the curbs on 
P-notes as well. 

But it was also the issue of Indian hot money 
being routed through P-notes that was of conc- 
ern to market players, if not the government. 
Contrary to such concerns, Sebi, on 29 May, re- 
laxed its FII regulations to allow global funds 
set up by NRIs to be eligible for registration as 
Flis in India with the provision that they would 
not be permitted to invest their proprietary fun- 
ds. "An approach tha: distinguishes between 
hot money and long-term flows is required, tho- 
ugh that is easier said than done,” says Verma. 

Meanwhile, traders in the domestic broker- 
age firms look at SGX but not without wariness. 
The SGX opens at around 7 a.m. IST. They take 
cues from the change in Nifty futures as a reac- 
tion to other global markets and events that 
happened overnight. “That Nifty is actively 
traded abroad only shows India is a hot destina- 
tion and it is wrong to say that it is coming at the 
cost of volumes here,” says R. Venkatraman, ex- 
ecutive director at India Infoline. 

But it is often the case that those could get 
hurt the most do not realise it until it is too late. 
When NSE started its equities market in No- 
vember 1994 with counterparty risks removed 
through the settlement guarantee, it sucked in 
the greater part of liquidity from that on the 
BSE. Today, the cash market trading volume on 


the NSE is more than double that of the BSE 


The SGX threat, therefore, shouid. not be die 
missed lightly. 
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aharashtra Po Control Board d (MPCB) however i is one such 
agency that has been quiet! | working t to salvage the situation and improve 
the lot, for their never say di e spirit, things have not got as bad as it would 
have. The thrust of its activities today include environmental surveillance 
: nd monitoring; strengthening infrastructure laboratories; area specific 
action plans; promotion of investments in environmental protection; 
Ls computerisation and e-governance; pollution awareness and public 
|. assistance; environmental improvement in selected areas; innovative 
technologies f for pollution control; promotion of common environmental 
i infrastructure coupled with employees training, welfare and career. 
- MPCB aims at sustainable development by addressing public needs. It 
has already put plans into action for control of pollution in Pune, Solapur, 
Chandrapur Kolhapur; brought about environmental improvement at religious 
... places (example, PFRs for Alandi and Shirdi); undertaken demonstration projects 
|. "for municipal solid waste treatment and disposal facilities in 5 cities of 
<- Maharashtra.; brought out state of environment reports (SoER); a district 
P environmental atlas for cities of Pune, Aurangabad & Ratnagiri; while the 
|. assessmentof e-Waste generationi in Mumbaiand Pune region study has been 
e successful completed besides the Coastal Wetermonitrng with help of NIO. 







MPCB IMPORTANT LEGISLATIONS, REGULATIONS AND NOTIFICATIONS: 
wm Water (Prevention & Control of Pollution) Act, 1974 
= Water (Prevention & Control of Pollution) Cess Act, 1977 
.. " Air(Prevention & Control of Pollution) Act, 1981 
.. * Environment (Protection) Act, 1986 
-w Hazardous Waste (Management & Handling) Rules, 1989 (as amended in 

May 2003) 
x Manufacture, Storage and Import of Haiksidons Chemical Rules, 1989 
- x Manufacture, Storage, Import, Export & Storage of Hazardous Micro- 
.... Organisms Genetically Engineered Organisms or Cells Rules, 1989 
< m Environment (Protection) Rules, 1986 ^ . = 
s Environment Impact Assessment Notification dated 4/09/2006. 

Chemical Accidents (Emergency, Planning, Preparedness and Response) 
-Rules ,1996 Uf 

dical Waste (Management & Handling) Rules, 1998 

nufacture & Usage Rules, 1999 and Maharashtra Bio- 
Degrad. ntrol) Ordinance, 2006. 
‘Noise Pollution (Regt ilation & Control) Rules, 2000. 
M E Ozone Depleting Substances (Regulation). Rules, 2000 
-æ Municipal Solid Waste (Management & Handling) Rules, 2000 
. m Batteries (Management & Handling} R Rules, 2001. 






















HE Q FTHE IMPORTANT ACT IVIT IES THATIT UNDERTAKES INCLUDE: 
y functions: 

stablish andoperate under Water Act, 1974and Air Act, 1981 
on under Hazardous Waste Rules, 1989, Bio-medical 
ès, 1998, Municipal Solid Waste Rules 2000, Plastic Rules, 2006 
entand compliance: : 

ind liquid effluent discharge standards 

laste management i.e. regular disposal of waste to common facility 


` * Noise levels surveys 






like CETP CHWTSDF and CBMWTSDF 
s Legal actions including directions in case of POSEEN E 
Environmental Monitoring and Surveillance: | 
a Water quality and ambient air quality 









Public Awareness and information dissemination 






Maharashtra Pollution Control Board has worked ie improv 
functional efficiency and has brought out transparent and spees 
operations for fast disposal of cases for according consent, authorisation, N 
and conducting of public hearings, etc; has brought about compüterisatio nc 
while an online monitoring system enables checking of consent status — : 
which is enabled through its website and has brought about delegation = 
of powers. It has also improved its capabilities by strengthening and — 
modernisation of Central and Regional Laboratories, focused on training of 
officials and creation of ‘Pollution Assessment, Monitoring and Surveillance’ 
cell on lines of CPCB besides the creation of Environmental Information Centre, 




















ENVIRONMENTAL MONITORING NETWORK IN MAHARASHTRA = 


Ambient air quality Water quality l 





IMPROVED FUNCTIONAL EFFICIENCY 


Discharged 
pollution load 
from CETP (COD) 
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Hospital 
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As a way forward, MPCB appreciates the importance and effectiveness. o 
of information based compliance, It is implementing an integrated 
Management information System (IMIS) project, which envisages the integration... 
of main 4 functions of the board i.e. waste management, consent management, 
cess management and laboratory management. The website is also.à 
very effective tool for dissipating the information. The new guidelines 
issued by CVC also stipulate that the regulatory agencies shall put their 
regulatory management mechanism on website in a dynamic stage. MPCB 
has already web enabled the consent management data for daily review. 

The immediate challenges for MPCB in this field are: integration of 
various activities of the board to facilitate well informed decisions based of 
scientific data; provision of e-submission of applications and payments; display 
of environmental data in user-friendly formats for better understanding; 
developing a real time data transfer system for continuous air monitoring. 
systems, CETP etc. This will encourage remote enforcement of environmental 
regulations and ensure compliance at these important sources of emissions. 

MPCB also proposes to develop Maharashtra Environmental Infrastructure 
Development Corporation (MEIDC); bring CETP in additional industrial 
areas; develop a clean technology cell in MPCB for knowledge-based 
enforcement and facilitate CDM for market based initiatives; augment ait/.- 
water quality monitoring network and use data for developing specificaction = 
plans and implementation of Capacity Building report prepared by CRISIL, 


' Special Report pensions 


THE CLOCK IS TICKING: 
The 60-plus population will 
double to 160 million in the 
next two decades 





PUJA MEHRA 


PODS, CELLPHONES, BRANDED APPAREL, FAIR- 
ness creams, hair colour, deodorants, cof- 
fee outings, pubs, vacations, dates, films, 
music ... the list is endless. Gadgets, per- 
sonality enhancing items and entertain- 
ment — young India is splurging with gay aban- 
don. And why not, 25-year-olds, especially the 
cosmopolitan variety, are earning more than 
what their fathers took home at retirement. The 
only cloud on the sunny sky of India’s youth is 
the absence of concern or a savings head 
marked ‘retirement. “Right now, I want to be 
the first to own the latest cellphone in my gang,” 
beams a chirpy Monica Sharma, 28, who has 
just quit a private airline to head the marketing 


Unless formal 
pensions are opened 
to all, India's aged 


will have no means of 
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department of an export house. “I will have all 
the time in the world to plan pensions later.” 

While conspicuous consumption has caught 
on, the concepts of deferring consumption to 
post-retirement years and saving today to en- 
- able dis-savings when the income streams dry 
up have not. "That the time bomb is ticking 
away and every year of savings lost can add up 
to huge downgrades in living standards after re- 
. tirement is yet to be fully grasped,” says Surya 
Bhatia, a principal consultant at investment ad- 
visor Asset Managers. 

Not that voungsters aren't saving — monthly 
-installments in mutual funds and insurance are 
a hit. How focused these non-systematic sav- 
| ings are, however, is the question. “The need for 
retirement savings sets in only after they grow 
: grey hair,” says Bhatia. “By then, they're com- 
mitted to expenses, which can't be cut back.” 


met ndia's old-age problem is not weil-under- 
stood. Perhaps because India — with an av- 
Sserage age of 26 years — is amongst the 
world's youngest countries. The presence of 15 
youngsters for every old Indian, a low depend- 
ency ratio, too is a smoked mirror. However, In- 
dia will not remain young for very long — the 
above-60-years population would double to 
160 million in the next two decades. And then, 
it would be too late to begin saving. "The need 
for pension reforms in India arises from low 
coverage of the existing old-age security pro- 
grammes, demographical trends and the gov- 
ernments fiscal constraints,” says Pension Fund 
Regulatory and Development Authority's 
(PFRDA) Chairperson D. Swarup. Pension sav- 
ing is a tedious, time-consuming process. It 
needs a well-regulated pensions industry. Re- 
turns depend on compounding, giving an edge 
to the early birds. An additional contribution of 
Rs 2,500 towards pensions at the age of 20 can 
enhance the lumpsum retirement benefit at 60 
by Rs 25,000. 

The problem, as Swarup hints at, is grimmer. 
Those who want to save for retirement can't do 
so because a pensions industry doesn't exist. 
Those who do have access to the existing rudi- 
mentary pension system cannot rely on it for 
worry-free retirements. The coverage of the ex- 
isting old-age income support systems is grossly 
inadequate. Only 18 per cent of the total work- 
force of 425 million is covered by formal pen- 
sions. The 22 million who work in the public 
sector are lucky to get state-funded pensions, 
with the bureaucrats taking home inflation- 
indexed benefits that replace up to half their 
last-drawn salaries. Some 5 million private sec- 
tor employees also get some, albeit less-lavish 
benefits. However, the 348 million unorganised 






sector workers, comprising 82 per cent of the 
workforce, have little or no access to formal 
schemes for savings to sustain them after retire- 
ment. "Any delay in pension reforms will nullity 
the advantages we have,” says Swarup. 

A three-pronged strategy is required. First, 
the formal pension system has to be opened to 
all. Second, it needs to be reformed so that it can 
generate adequate returns. And third, co-con- 
tributions must be extended to those who do 
not earn enough to save. 

Of the 284 million that have zero access to 
formal pensions, 90 million can afford them, 
according to a survey by Delhi-based pension 
policy think tank Invest India Economic Foun- 


Paid work for 
uncovered by 
pensions 





23 JUNE 2008 39 BUSINESSWORLD 





AMIT VERMA 





STRATEGIC . 


PLANNING: 
Government 
co-contributions 
must be extended to 
those who do not 
earn enough to save 


SHETE ag pensions 








OF THE 1.1 BILLION INDIANS 


FEW ARE ATTEMPTING RETIREMENT PLANNING ... 
= 4.5 mn participate in equity markets 

m 33% of earners own life insurance policies 
m 20 mn will buy life insurance in 2009 — 

m llmnm plan to buy residential property soon 
m 5.7 mnis the retail mutual fund base 


-— "imm ee ee m^ mm —-»raT- RTT cn" ee 


... WITH SOME OPTING FOR NON-MAINSTREAM 
INVESTMENT OPTIONS ... 


= 69/oof 321 mn working-age Indians buy 
gold purely as an investment option : 
m 82% of all consumer loans are from money 


lenders and friends ; 
m $6.4 hn of retail savings in gold in 2005-07 
... BUT A SIZEABLE CHUNK IS WAITING 
TO BE TAPPED ... | 
m Rs57,000 cr is the latent demand for 
voluntary retirement savings 
m 79 mn are willing to join NPS on a 
voluntary minimum SIP basis 
m 144 mn have incomes, but no bank accounts 
m $35 bnis the annual savings potential of 
low-income investors 
= Rs 2,268 cr is the informal savings kitty 
= Rs 2.3 bn is held as savings in self help groups 
= 18% of those aware of mutual funds are 
already investing in them 
m 250% is the increase in aggregate earnings 
in the last 3 years 
... FOR WHICH SOME STEPS ARE NEEDED. 
= 87%o of the latent demand can be served 
through post offices and banks’ networks 
m By 2020, the private pension market is 
expected to grow to 


Source: Invest India Incomes and Savings Survey 


dation (IIEF) spanning 1 million respondents, 
and the PFRDAs assessment. This is the size- 
able chunk — comprising the self-employed, 
tertiary sector workers and traders — the 
PFRDA is trying to gain coverage for through 
the New Pension Scheme (NPS) it is running 
for employees joining the public sector after 1 
January 2004. The NPS is a defined contribu- 
tion (as opposed to defined benefits) pro- 
gramme that lets savers choose the investment 
instruments, ranging from equity to debt, anda 
default option they would like their kitty to be 
parked with. It will pay out market returns. The 
PFRDA has recently appointed fund managers 
to manage the Rs 1,200 crore transferred by the 
Central government. So far, the money com- 
prising matching contributions by the employ- 
ees and their employers was being deployed in 
government securities. 


» agers to manage the NPS for government 
employees last year, private and unorgan- 
ised workers can’t join it, unless Parliament 
passes the PFRDA Bill. A parliamentary stand- 
ing committee has recommended that the Bill 
be passed with minor changes. The government 
has redrafted the Bill incorporating these 
changes, yet the resistance from the Left par- 
ties, who are opposed to the deployment of pen- 
sion savings in stockmarkets, has prevented Fi- 
nance Minister P. Chidambaram from 
introducing the redrafted Bill. 

IIEF also estimates that 60 million of the cur- 
rently uncovered want to save for retirement 
but do not earn enough. This category, compris- 
ing labourers, dabblers in odd jobs, even beg- 
gars, need assistance from the exchequer. “For 
instance, a vegetable vendor could contribute 
Rs 100 to an old-age scheme, which the govern- 
ment could beef up,” suggests Gautam Bhard- 
waj, director of ITEF. 

Then, about 40 million in their 50s are 10 
years away from retirement. Contribution plans 
have little utility for them as they hardly have 
time to build corpuses. The survey has shown 
that a number of them have achieved a useful 
asset — they own property, which could provide 
rent or reverse mortgages. 

Another 100 million, however, are life time 
poor. They need direct delivery such as the na- 
tional social assistance schemes. Prime Minis- 
ter Manmohan Singh launched the Indira 
Gandhi National Old Age Pension Scheme last 
year, to provide assistance of Rs 200 to every 
person above 65 years below the poverty line. 
"The national assistance schemes are not good 
enough,” admits Swarup. “With a large popula- 
tion, how much can tax money provide?” 


"Tes the PFRDA appointed fund man- 
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;o address the needs of this group, public- 
private partnerships are an option, too. 
UTI Asset Management Company, for in- 
nce, has invested in a pension venture with 
wà; an NGO, and HEF, Invest India Micro 
.. Pension Services (IIMPS), which in 18 months 
|... has provided micro pensions to over 145,000 
low-income workers in Gujarat, Madhya 
__ Pradesh and Andhra Pradesh. Rajasthan too 
. has appointed IIMPS to deliver pensions to 
...:600,000 people. The state plans to co-con- 
_ tribute up to Rs 1,000 per annum per member. 
_ Rag pickers, marginal farmers and petty arti- 
|... sans are benefiting from the initiatives, accord- 
.. ingtoIIMPS. 
....« Those covered by the existing formal pension 
|. System suffer from inadequate pensions. The 
|. Left's mantle ofthe spoilsport isn't limited to re- 
| stricting the ambit of the NPS. The stiff oppo- 
. ment of stockmarkets and private fund man- 
. agers is holding up the efficient running of the 
... largest public provident fund, Employees Prov- 
| ident Fund Organisation (EPFO) too. The 
|... EPFO paid 8.5 per cent last year, which barely 
-covers the erosion of savings by inflation, now at 
|. Over 8 per cent. It cannot deliver more because 
_ the Left insist its corpus be invested only in gov- 
ernment bonds. Between 1979 and 2005, the 
|. returns on these have been 7 per cent below 
equities. “I am a well-informed pension funds 
_ participant, yet I am not sure what happened to 
my pension savings with the EPFO when I swit- 
ched jobs,” says Ajay Shah, a consultant at the 
National Institute of Public Finance and Policy. 
|. The EPFO does not offer seamless transfers 
.. to job hoppers, is not audited, and is extremely 
- opaque. “As the managing director of HDFC 
_ AMC, I get the annual statement of funds from 
_ the EPFO for the amount we park with it on be- 
_ half of employees, but no statement on asset al- 
location,” says Milind Barve, highlighting the 
_ gross inadequacies in the regulations for the 
_ EPFO. The EPFO is hardly regulated compared 
- With the mutual fund industry, though its cor- 
. pus is more than four times larger. The Central 
_ Provident Fund Commissioner A. Viswanathan 
< defends the EPFO saying the private fund man- 
agers are being invited to manage it. Barve joins 
Bhardwaj, Shah and other financial industries 
experts in wanting the NPS to be the vehicle for 
retirement savings. 
. ; Indias savings rate is very high — 34 per cent 
-= = next only to China's, which can be diverted to 
pensions. For this, tax treatment need to be an 
| entive, and education on deferring con- 
. sumption, a driver. Otherwise, it would be too 
. lateto diffuse India's old-age time bomb. 
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Capital Ideas 





Changing 
Voting Rites 


by srikanth srinivas 


NEARLY SEVEN YEARS AFTER THE GOVERN- 
ment’s notification allowing the issue of eq- 
uity shares with differential voting rights, 
Tata Motors is likely to become the first com- 
pany to actually issue such shares — along 
with a rights issue of ordinary equity shares, 
and one of preference shares. Experts sug- 
gest that differential voting rights may not be 
that bad: first, they say, investors don't care 
about having voting rights, but only about 
return on their investment through divi- 
dends and capital appreciation, and second, 
by concentrating voting rights, promoters of 





vulnerable to shareholder activism, which is 
almost always led by a large investor. 

Even after Yahoo! rejected Microsoft's 
takeover offer, Carl Icahn, a large share- 
holder is trying to force Yahoo! to go back to 
the negotiating table. The Childrens Invest- 
ment Fund, a fund based in London, pushed 
ABN-AMRO's management into merger 
talks with Barclays, saying that the Dutch 
bank's stock was underperforming. Soon, 
such activism may show up in India. 

Stock ownership has become more het- 
erogeneous, and hostile takeovers are likely 
to become a reality. We have reported earlier 
(see Taking Control, BW, 24 September 
2007) how company promoters have used 
the booming economy to raise their share- 
holding to a level that makes the cost of ac- 
quisition for a hostile takeover very high. But 
that comes at a cost to promoters; in a slow- 
ing economy, they become more vulnerable, 
more so if they have large expenditure plans. 

Tata Motors is already a widely held com- 


companies will be able to ward off hostile Differential pany with company management holding a 
ied | HOMME o Se aad Land over, tho utet 
to fruition? And vin iol Tata cave vae may benefit a Binet; to raise a significant stad of end 
to issue a class of shares thatis losing eus controlling 12 Bot the deals rts my question min 
and i apan? One reason ih the dad minority ids for several ke at such a high price. 
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takeovers. In fact, it used its presence on the 
boards of companies — through the then de- 
velopment financial institutions like the In- 
dustrial Development Bank of India (IDBI), ICICT in its pre- 
vious avatar, the Life Insurance Corporation (LIC), and a 
host of bank-sponsored mutual funds — to do two things: 
always vote with management (read promoters), and use the 
voting power of its stock to stonewall any takeover. 

Thanks to the government, promoters managed to exer- 
cise control over their companies with smaller stakes; insti- 
tutional shareholders easily held more, often in excess of 40 
per cent. Ostensibly, these institutions were protecting their 
investments — and loans — in these companies. If in the 
process a thorough review of corporate performance took a 
back seat, investors just had to lump it. That scotched any 
potential for shareholder activism. 

But today, as foreign institutional investors (FIIs) begin to 
own more and more stock — as do several hedge funds 
through sub-accounts — their voting rights could be an im- 
portant factor in corporate decisions. That makes companies 


cise voting power well. Second, the coupling 
of votes and shares strengthens the frame- 
work for corporate governance. Third, the 
power of economic owners to elect directors is a basis for 
legitimacy of managerial authority. 

The evidence on corporate governance generally supports 
the importance of linking votes to economic interest. Voting 
rights are like property rights to cash flows of the company: 
decoupling economic and voting rights may benefit a con- 
trolling minority structure whose objectives may not quite 
coincide with that of the rest of the shareholders. 

The issue also goes beyond just controlling minority 
structures. The derivatives revolution and other capital 
markets developments now allow both outside investors and 
insiders to decouple economic ownership of shares from 
voting rights. This decoupling — also called the new vote 
buying — is a worldwide issue. So before you endorse the 
idea of differential voting rights, think again. 
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The luxury 
bus has 
redefined 
finances of 
transport 
companies 





Named Volvo 


by Vishal Krishna 


IF YOU WALK INTO A BUS OPERATOR'S OFFICE.AT THE 
market square in the sleepy textile town ef Ichal 
Karanji in Maharashtra, you will hear a host of 
voices pleading for a seat on the next Volvo to 
Mumbai. The promised ‘Volvo’ turns out to be a 
knock-off, with barely a passing resemblance to 
the real deal. Yes, there are berths, but they are 
rickety and cramped. The windows open and 
there isn't any air-conditioning. The journey is 
often a bone-jarring, unpleasant one, far from 
the plush, noiseless, temperature-controlled ex- 
perience that a genuine Volvo bus offers. 

Just as Volvo cars built a near-mythic zeputa- 
tion for themselves in the US for their superior 
safety standards, its buses have wowed Indian 
travellers since 2001, when fleets of :ts first 
luxury bus — the B7R — were launched. These 
buses were unique with sleek bodies, a powerful 
2.9-bhp engine in the back, luxurious seats and 
berths, and a carefully regulated temperature 
system for its interiors. It has also attracted 
droves of imitators trying to make a buck offthe 
Volvo name. In a fragmented travel industry, 
*not many originals ply the streets and people 
are sometimes fooled into travelling in a fake 
make", says R. Sudhakar, in charge of Kon- 
duskar Travels in Mumbai, a company that 


owns over 50 Volvo buses. Still, that’s oaly part 


ofthe story. Fact is, in an ironic and inadvertent 
homage to the Volvo brand, Indians have trans- 


J 


RIDING ON LUXURY 





formed the name of this Swedish company into 
a common noun, much like the world did to Xe- 
rox decades ago. 

The company, expectedly, is not pleased, and ~ 
has taken many tour operators to court and 
even won those cases. However, Volvo believes 
that there are over 16,000 long-distance buses 
on Indian roads, most of them owned by small 
travel operators who unabashedly usurp its 
brand. “We cannot file cases against the whole 
lot of them,” says Akash Passey, managing direc- 
tor of Volvo Bus Body Technologies, in Banga- 
lore. Moreover, private tour operators are both 
a bane and a boon to Volvo. Yes, many of them 
abuse the ‘Volvo’ brand, but out of the 1,600 
Volvo buses on Indian roads, a whopping 70 per 
cent are owned by private tour operators, mak- 
ing them the companys biggest customer base. 
This market alone has led to the growth of the 
company's bus business and has added 25 per ^ 
cent to the total revenues of Volvo India. On 
contacting a few private travel operators, all of 
them were keen on expanding their Volvo fleets. 


The States Transport 

Clearly, the huge business opportunity in India 
for Volvo significantly outstrips headaches like 
brand infringement. Now, even state govern- 
ments have begun clamouring for new Volvo 
buses for their popular inter-city routes. Not 
surprisingly, these routes have been trans- 
formed into money-spinners for these states. 
The Maharashtra State Road Transport Corpo- 
ration (MSRTC) used the Volvo to turn its 
short-haul routes into a money churning opera- 
tion. It has a small fleet of 20 Volvo buses that 
last year operated only three routes — Mumbai- 
Pune, Mumbai-Kolhapur and Pune-Nashik. 
Yet, its operations were profitable. The revenue 
for the corporation, through these routes, has 
been Rs 13.42 lakh per bus annually, and has 
seen at least 900,000 passengers use the Volvo. 
^We have made a profit out of the Volvo route 
even after subsidising the price of the ticket to 
Rs 200 for short-haul routes," says Om Prakash 
Gupta, managing director of MSRTC. He says 
that the fleet of Volvo buses would be increased 
to 30 by the end of the current financial year, 
since the demand for more Volvos on short haul 
routes was on the rise. 

The Karnataka State Road Transport Corpo- 
ration (KSRTC) has aptly branded the Volvo as 
'Airavata' to boost its tourism prospects. In In- 
dian mythology, Airavata, a white elephant, is 
the vehicle of Lord Indra, the king of the gods. 
With over 200 white Volvos in its stable, the 
KSRTC's most profitable routes have been the 
Mysore-Bangalore and Bangalore-Chennai 
ones. Similarly, the Andhra Pradesh State Road 


23 JUNE 2008 44 BUSINESSWORLD 


| ufa. +: 


t4; 
feda din 


du EN 
"Mm, ^" 
S 


Cis - 
TT 
ve TI Xv ` M io, Y 
2 i - 2 é * 
ae Ber TAS Se 
<£ o E => T 4 


Transport Corporation has over 100 Volvo bus- 
es. “As customers prefer the bus for short-haul 
routes, state governments see meaning behind 
capturing the passenger, who would have other- 
wise used a taxi service, rail or air to reach his 
destination,” says MSRTC's Gupta. Volvo has 
also entered into annual maintenance contracts 
— it will ensure the buses run for 345 days a 
year for an annual fee per kilometer run — with 
most of the operators. 


Catering to soaring domestic demand for buses 
is a significant challenge for Volvo. The com- 
pany, which began operations in India in 2001, 
formed a new bus division in 2008 that will 
manufacture both the chassis and the bus body. 
Earlier, it used to make just the chassis; the 
body was supplied by Bangalore-based Jaico 
Automobiles. Jaico will be a minority partner in 
the new venture. 

“All the research conducted 10 years ago has 
paid off,” says Passey. “Back then, we realised 
that India being a tropical country needed AC 
buses with fixed windows.” 30,000 people tried 
trial Volvo coaches on Indian roads in 2000. 
The results showed that people were 
willing to pay more to reach their destination 
faster and in comfort. Hence, “we decided to 
differentiate on the basis of luxury and technol- 
ogy,’ says Passey. 

The company’s new bus manufacturing plant 





in Hoskote on the outskirts of Bangalore can 
now put out 450 buses in a year. Sensing the in- 
creasing demand, Volvo intends to up the ca- 
pacity to 1,000 by end of 2010. Passey expects 
this operation to break even by then. 

While analysts believe that the growth of the 
bus division will create a capacity constraint for 
the company, Volvo remains optimistic, and 
Passey says that any increase in future demand 
can be met by the new plant. 

The other problem with Volvo buses, accord- 
ing to Kapil Arora, partner at Ernst & Young in 
Delhi, is the price. “The Volvo is an expensive 
bus,” says Arora. “It will possibly be more suc- 
cessful for inter-city travel than the intra-city 
commute.” Volvo buses range from Rs 60 lakh- 
65 lakh, which Arora feels is too high a tab for 
local city corporations. Locally made buses, on 
the other hand, cost Rs 25 lakh-40 lakh. Still, 
Volvo's largest customer this year so far is the 
Bangalore Metropolitan Transport Corporation 
(BMTC), which has ordered around 240 buses. 

Selling buses to state or municipal entities 
has its advantages. “With state governments us- 
ing our buses, most of the marketing has be- 
come word of mouth,” says Passey. “Travellers 
now know how the bus looks.” If that’s the case 
and if sales continue at a rapid clip, when a pas- 


senger opts for a Volvo in a few years time, they 


might not so easily be fooled by a fake. 
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LUXURY LINER: 
Priced at Rs 60 lakh- 
65 lakh, Volvo buses 
are better suited for 
inter-city routes 
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INDIA-FRIENDLY: 
Naveen Rao's "patients 
come first" pricing for 
Januvia may win 

over diabetics 





INDIA'S PHARMACEUTICAL MULTINATIONALS HAVE 
watched Naveen Rao flag off his ccmpany's 
newest offering with interest. Rao, managing 
director of Gurgaon-based MSD Pharmaceuti- 
cals, the Indian subsidiary of the US's fifth- 
largest drug maker Merck, is talking price. 
Local MNC arms seldom discuss pricing. Un- 
til India began awarding drug patents in 2005, 
cut-price generics were freely available. MNC 
originals, priced at a premium to recover re- 
search costs, looked embarassingly expensive in 
contrast. More recently, their drugs are being 
imported; Indian arms have little say in pricing. 
Rao is promising to change all that. In April, 
he launched Januvia, a diabetes drug, on the 
plank of ‘differential pricing’ — charging differ- 
ent prices to different customers, or countries in 
this case, for the same product depending on 
their ability to pay. Januvia retails in India at 
Rs 43 a pill, roughly a fifth of its price in the US. 
It has got everyones attention. "This is proba- 
bly the first case of differential pricing imple- 
mented by Big Pharma (top western drug mak- 
ers) in India,” says Utkarsh Palnitkar, national 
sector leader for health sciences a: Ernst & 
Young, in Hyderabad. Though no MNC man- 
ager would come on record, a senior manager at 
the Gurgaon-based subsidiary of a US drug 
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maker says, “This is not what MNCs usually do.” 
The move is part corporate social responsibil- 
ity, and part hard-nosed economics. *Merck's 
tagline is ‘Patients Come First" says Rao, 54, 
who spent 12 years with Merck in the US before 
heading home in 2005. “I didn't want it to seem 
as though we put rich patients first.” Equally, he 
says, this is about business strategy. Merck aims 
to be among the top five drug companies in In- 
dia by 2015; itis currently ranked 120. ^We have 
to be India-friendly,” he says. But, will it work? 


Januvia is the first in a new class of drugs called 
DPP4 inhibitors. Unlike older diabetes drugs, it 
causes neither weight gain nor a potentially 
fatal drop in blood sugar levels. It also helps 
postpone the use of insulin in patients. "It is a 
breakthrough class of drugs,” says Anoop Misra, 
head of the department of diabetes at New 
Delhi's Fortis Hospitals, but cautiously. Januvia 
is a new drug and has mild side effects — sore 
throat, diarrhoea and upper respiratory tract 
infections. Serious side effects, if any, could 
come to light once it is used extensively, he says. 

But for now, Januvia is in a sweet spot. *It is 
almost as effective or better than existing 
drugs,” says Subhash Wangnoo, senior endocri- 
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nologist at Delhi's Indraprastha Apollo Hospi- 
tal, who conducted the drugs trials in India. 
"And there is more patient compliance.” Januvia 
is tipped to be a blockbuster barely 15 months 
after it was launched in the US. But it could fail 
in India — the diabetes capital ofthe world with 
43 million diabetics — if the pricing isn't right. 


The Difference 

Merck's drug is not the cheapest. Older diabetes 
drugs retail for less — some as low as a few paise 
per dose, under government control. Also, 
many MNC drugs are priced lower than in their 
home markets. So why is Januvia any different? 

MNCs mostly decide on a flat percentage off 
the home market price, or a floor price below 
which they will not go. But Merck took another 
approach, and spoke to 350 Indian doctors and 
patients to decide on an India-specific price. 
Doctors voted for under Rs 50 a day, but diabet- 
ics, hit by the side-effects of older drugs, were 
willing to pay twice as much, says Rao. Ulti- 
mately, Januvia's tag was lower than both. 

Palnitkar says the pricing suggests that 
Merck means business. *Their strategy is the 
acknowledgement of a large volume of prospec- 
tive business." Industry estimates peg the oral 
diabetes drugs market in India at $300 million 
and its growth at 20 per cent-plus, annually. 
The Indian pharma market is poised to become 
the 10th-largest by 2015, according to US con- 
sultancy McKinsey. India now awards drug 
patents, a key reason behind Merck's return to 
the country two decades after quitting. 

Januvia is Merck's first patent-protected 
drug in India and its first drug to be marketed to 
primary care physicians in the country's chronic 
care segment. The other drugs from Merck's 
stable (apart from an adult vaccine) are used for 
life-threatening infections, where prices are 
high and volumes far more limited. But as Rao 
says, "Diabetes is mainstream." So, managing 
costs is a big issue for doctors and patients. 

Take, for instance, Byetta, another diabetes 
drug launched in India by Merck's US rival Eli 
Lilly. At Rs 7,600 a month, Byetta has 2,000 pa- 
tients, and is seeing 10-15 new patients every 
day. Devashish Ohri, senior vice-president for 


proposition is that it helps patients actually lose 
weight; Januvia's plank is “no weight gain”. Says 
Apollo’s Wangnoo, “There is a role for both.” 
Yet, Lilly’s optimism illustrates the market 
potential. As for doctors like Misra, Januvia is 
still expensive, to be prescribed when other oral 
drugs fail. “I would not prescribe it as the first 
line of treatment.” He would also judge its effi- 
cacy depending on how his patients respond. 


The Halo Effect 

There is relationship-building at work here as 
well. Merck is trying to cut through the tide of 
criticism sweeping over MNCs for pricing drugs 
out of the reach of millions. And further soften 
Indian regulators who are demanding a role in 
the pricing of patented drugs. “I could have 
charged whatever I wanted,” says Rao. “But I 
behaved responsibly.” Merck is awaiting ap- 
proval to market Gardasil, a vaccine against a 
form of cervical cancer that kills thousands of 
Indian women every year. Rao hints at a ‘public- 
private’ partnership model for it, but offers no 
details citing its pending approval. 

Shamnad Basheer, a New Delhi-based patent 
expert, believes that Merck’s shift in its pricing 
policy has to be viewed in the context of a recent 
patent-infringement battle involving a cancer 
drug being fought in an Indian court between 
generic company Cipla and patent-owning 
Swiss drug maker F Hoffmann-La Roche. An 
initial judgement has gone in favour of Cipla’s 
cut-price generic. On his blog, Basheer asks, 
“Will Roche learn from Merck’s wisdom?” 


Great Expectations 


Indeed, Merck is being seen as a trendsetter of 
sorts. “It is to be hoped that other MNCs follow 
suit when new drugs are introduced in India,” 
says V. Mohan, chief diabetologist at Dr Mo- 
han’s Diabetes Specialities Centre in Chennai. 
Will they? GSK, for one, has already begun by 
practising differential pricing for its vaccines 
business, and may do so for drugs, too. If 

Merck is able to win over doctors, 
regulators and public opinion, in 
addition to making money, more 
may follow. 
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For now, Januvia could sh- 
ake up the market for new 
diabetes drugs such as Byetta 
and Galvus (to be launched 
soon by Swiss MNC Novartis). 
A Novartis spokesperson would 
only say that Galvus would be priced 
competitively. For diabetics, this is 
sweet news indeed. 


marketing at Lilly's Gurgaon office, says that 
Byetta, which has to be injected twice a day, is 
meant for those who are overweight and unable 
to control sugar on multiple oral diabetes drugs. 
And that the number of new patients on Byetta 
could double as it pushes the drug to more doc- 
tors. “We have just scratched the surface.” 

For Januvia, with price on its side and its 
once-daily tablet form, prospects may be 
brighter. One caveat, though. The two drugs act 
completely differently. Byetta’s unique selling 
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Rising 
demand 
boosts 
affordable 
housing 
initiatives 


DREAM HOUSES: 
Pre-fabricated struc- 
tures help reduce costs 
along with being water- 
and earthquake-proof 


by Janhavi Abhyankar 


THIRTY-FIVE-YEAR-OLD RAVINDRA SANT HAS A 
dream. A clerk with an income of Rs 15,000 a 
month, Sant wants a piece ofthe city he can call 
his own: a flat. Butthere's a hurdle to his desire: 
price. In modest east Delhi, where he lives, a 
750 sq. ft two-bedroom apartment costs not less 
than Rs 40 lakh. That, combined with his in- 
ability to raise more than Rs 3 lakh a: a stretch 
and the improbability of a bank lending him the 
rest given his low income, have conspired to 
keep Sant's dream exactly what it is: a dream. 

India's big cities and smaller towns are teem- 
ing with thousands of Ravindra Sants. An April 
2008 online survey on the aspirations of Indian 
home buyers, by property portal MagicBric- 
ks.com, found over 50 per cent respondents 
looking for a two-bedroom house in the Rs 5 
lakh-10 lakh bracket. Of them, 54 per cent be- 
longed to Delhi, Mumbai, Chennai, Bangalore, 
Hyderabad and Kolkata; the remaining were 
from smaller cities and towns. 
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“Unfortunately, prices make it impossible fo: 
even a person earning Rs 75,000 a month tc 
own a house,” says Jai Mavani, executive direc- 
tor at consultancy firm KPMG. “The affordabil- 
ity ratio (the ratio of the mortgage services cosi 
to the net take-home pay) is also abysmal.” 

The Ministry of Urban Development estima: 
tes that half the country's total population wil 
live in urban areas by 2041, up from the presen 
27.8 per cent, which will lead to a gargantuar 
shortage of 24.71 million homes. "Itis estimatec 
that more than 70 per cent of the shortage is fo 
the middle- and low-income brackets," note: 
the ministry's 2007 working committee report. 

This demand-supply gap presents a significa 
nt business opportunity. According to Sunil Ku 
mar Singh, joint secretary of housing in the Mi 
nistry of Housing and Urban Poverty Allevia 
tion, the market value of the required dwellin; 
units is a staggering Rs 21,94,200 crore. "It's ; 
huge opportunity for investors,” says Singh. 

Private sector realty's recent advent in the lov 
cost or affordable housing arena is, therefore 
particularly encouraging. Analysts expect lo 
profit margins that traditionally plague privat 
development of affordable housing to be incer 
tivised by the vast demand. It appears, thu: 
that there may yet be hope for the likes of Sant 


Affordable housing can result from standalon 
low-cost housing, or as part of a mixed-targt 
project. In an example of the latter, Mumba 
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based infrastructure major Shapoorji Pallonji's 
Rs 1,500 crore mass housing project, S.P. Shuk- 
hobrishti in New Town, Kolkata, spread over an 
area of 150 acres, has a mix of 20,000 dwelling 
units in the form of 12,000 one-bedroom-hall- 
kitchen (BHK) flats and 8,000 two-BHK flats. 

Elsewhere, Delhi-headquartered Ansal Hou- 
sing, a Rs 265-crore subsidiary of the Ansal Gr- 
oup, has built 12 integrated townships in tier-II 
and tier-III cities such as Ajmer, Kurukshetra 
and Yamuna Nagar, and expects to complete 18 
by the end of the year. “In all of them, we always 
have houses for EWS (economically weaker sec- 
tions) and middle income groups,” says Kunal 
Banerji, vice-president of marketing at Ansal 
API. Ansal also sells plots, as, “in farmer-domi- 
nated areas, plots sell better than built-ups", 
saysVipin Mehta, vice-president for projects at 
Ansal Housing. Plots of 105-125 sq metres cost 
a minimum of Rs 5.5 lakh. 

The Rs 2,300-crore Delhi-based Omaxe Gro- 
up has floated, National Affordable Housing 
and Infrastructure. Its Ek Awaas Sabke Paas (Ca 
home for everyone’) envisages 1 million houses 
at Rs 1,000-1,100 per sq. ft, with an investment 
of Rs 8,000 crore. “Going forward, we will also 
look at special purpose vehicle level equity from 
India and abroad,” Chairman and Managing 
Director Rohtas Goel said while announcing 
the project in May. The company has acquired 
land in Neemrana, Ghaziabad and Lucknow. 

Traditional low-cost housing developers, 
government departments such as Delhi Develo- 


pment Authority (DDA) and Tamil Nadu Hous- 
ing Board (TNHB), went into hibernation after 
land prices shot up and policy priorities cha- 
nged. Some state governments are showing 
willingness to beat this inertia. TNHB will be 
building 10,000 housing units in 2008-2009, 
at costs it promises will be 20-25 per cent lower 
than private developers. Its recent sale of 800 
plots in Madurai received 40,000 applications. 
Likewise, this week, DDA announced it would 
offer 6,000 one and two-BHK flats for middle 
and low income groups in Dwarka, Vasant Kunj 
and Rohini in the next two months. DDA re- 
ceived more than 300,000 applications for its 
last offer of 3,000 flats in 2006. 

Meanwhile, Haryana now requires real estate 
developers to sell 25 per cent of what they con- 
struct on a no-profit-no-loss (NPNL) basis. 
"The prices under these (NPNL housing) are 
fixed by the government, and we cannot sell the 
same for even a rupee more,” says Mehta. 


Thorny Route 

Low-cost housing is achievable, but the hurdles 
are many. Since most such projects are in far- 
flung areas, a feasible urban transportation Sys- 
tem is crucial, something that is not being seri- 
ously attended to. “The Sewri-Nhava Sheva link 
in Mumbai is still on hold,” says KPMG’s Ma- 
vani. “How do you expect people to live in far- 
off places without proper transportation?” 

Most real estate companies feel tax sops cou- 
pled with prioritised land re-development will 
bring more builders into the affordable housing 
space. “The government needs to look into 
things like infrastructure, and also take steps 
towards freeing up land,” says Mavani. 

Cost is another factor. High cost of steel and 
cement, for instance, comes in the way of affor- 
dable housing. Companies hence prefer easy- 
to-transport pre-fabricated structures includ- 
ing columns, pillars, even walls. “By using about 
35 per cent less cement, construction cost redu- 
ces by about 10-15 per cent,” says Anshul Gupta, 
vice-president of Mumbai-based Vardhman 
Housing, which supplies pre-fabricated materi- 
als. “Earthquake- and water-proof, they are also 
more energy-efficient than brick structures, re- 
ducing heating and cooling loads drastically.” 

The sheer need and logistics of affordable 
housing ensure it cannot be willed away. And 
“while some governments are giving a helping 
hand, if this becomes a nation-wide phenom- 
ena, low cost housing will become the next big 
boom”, says Mehta. Indeed, with concerted ac- 
tion by governments and private parties alike, 
Ravindra Sant may yet live his dream. 








Janhavi.abhyankar (à) abp.in 
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Building cheap 


to grow big 





Private realty play- 
ers are now tapping 
the low-cost 
housing market 


COMPANY 
Ansal Housing 
UNITS 


810 plots 


COST OF EACH HOUSE 
Rs 5 lakh-8 lakh 


LOCATION 


Ajmer, Yamuna Nagar, 
Kurukshetra 


COST OF EACH HOUSE 
Rs 5 lakh-7 lakh 
LOCATION 


COST OF EACH HOUSE 


LOCATION 
Kolkata 


TOTAL INVESTMENT 
Rs 1,500 crore 


Source: Companies 





F-E-R Who 
The Bells Toll 


by chris zook and ashish singh 


The No. 1 
priority for 
CEOs is to 
find ways to 


SOMETHING HAS FUNDAMENTALLY CHANGED IN 
the world of business. Although just a hand- 
ful of people seem to have internalised this 
shift, the effect is astounding and profound. 
Ten years from now, one in three companies 
will no longer be independent because of 








In the Focus phase, a company concen- 
trates on building its core business to its full 
potential. In the Expand phase, it takes ad- 
vantage of its capabilities and market posi- 
tion to move into — and conquer — adjacent 
markets. But inevitably, many companies ex- 
perience dwindling growth and profitability, 
or a direct threat to the core, from a new 
competitive model with inherently superior 
economics. This is the time to Redefine the 
core. 


Core And Beyond 

Some businesses, however, have successfully 
remained in the Focus stage and extracted 
tremendous value by sticking to their core. 
India's Hero group, the country's top seller of 


bankruptcy or a takeover, while another one 1 t motorcycles, is one such case. 
innovate | 
in three will be completely different at its In the early 19905, Hero was quick to seize 
core — maybe even having a different core. around the on the customer shift from scooters to the 
: s in three will resemble what it looks fundamentals EAD i o xi nd kou: Eh 
e today. : y, . By turning the 
What this means for countries with dy- of their spotlight onto motorcycles — which wit- 
namic markets, such as India’s, is that strategy — or nessed 26 per cent compounded growth 
around two-third of companies will discover SY á from 1993 to 2000 — it assumed leadership 
in the coming years they need to make fun- face the risk in the two-wheeler industry from Bajaj and 
damental changes in their business models. of going out of surged ahead of rival TVS. 
Surveys reveal the No. 1 innovation priority business Its efforts to strengthen its two-wheeler 


for CEOs is to find ways to innovate around 
the fundamentals of their strategy and its 
underlying economic engine. That's what De 
Beers did in the end-1990s and early 2000s in response to a 
slumpin the diamond market that resulted in its profit mar- 
gins hovering near zero. The world's largest diamond pro- 
ducer successfully shifted its decades-old strategic focus of 
reigning over global diamond supply to developing the 
power of the De Beers brand by zeroing in on its hidden as- 
sets: the company’s unique relationship with customers. 

As the world's economy speeds up — all the more tangible 
in economically booming India — company evolution will be 
faster, just as evolution of organisms in a changing environ- 
ment is hundreds of times faster than at the bottom of the 
sea. Firms that don't redefine face a higher risk of going out 
of business. 

While the pace is accelerating, the cyclical process of re- 
generation is predictable and universal. Many human and 
natural phenomena follow foreseeable cycles, such as our 
biorhythms, or the phases of the moon, which allow us to 
chart and understand them better. 

A similar process of regeneration exists in business, which 
we call the Focus-Expand-Redefine (F-E-R) cycle. 

It sounds simple, but companies — more now than ever — 
need to be acutely aware of which phase of the F-E-R cycle 
they are in to safely negotiate the increasingly turbulent 
crosscurrents of the global economy. 


core paid off in other ways: the share of Hero 
Honda in overall group sales rose to around 
80 per cent in 2006 from slightly over 40 per 
cent a decade earlier. 

On the other hand, the Bajaj Group did not zero in on its 
two-wheeler business — Bajaj Auto — with such gusto and 
lost its way: the share of two-wheelers in overall group sales 
in 2006 was around 60 per cent, basically unchanged from 
1996. Unlike Hero, a large percentage of Bajaj's sales contin- 
ued to come from its other businesses in steel, electrical 
equipment and sugar. 

The fallout? By March 2003, Bajaj was significantly be- 
hind Hero in the two-wheeler market; a dramatic shift in 
fortune from March 2000 when it had close to double Hero 
Honda share. 

For other companies, each stage of the F-E-R cycle helps 
fire and drive the next. Success at the Focus phase provides 
the fuel to move to adjacency expansion: in other words, into 
a business relatively close to the core. Success at adjacency 
moves often provides the growth — and breathing room — 
to redefine your business model over time, or add a new core. 

As India’s economy grows strongly, many of its companies 
are in the Expand phase. Take Bharat Forge, for instance. In 
recent years, the auto parts maker and the world’s second- 
_argest forgings company has moved into geographies such 
as the US and Germany through eee acquisitions with 
the aim of boosting sales. 
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In 2003, it bought Carl Dan Peddinghaus, one of Ger- 
many' largest forging companies, gaining access to car 
makers BMW, Audi and Volkswagen. Two years later, it ac- 
quired Michigan-based Federal Forge, which gave it a 
foothold in General Motors and tyre maker Goodyear. 

Bharat Forge's adjacency strategy has hit pay dirt: its 
worldwide revenues soared from $137 million in 2001 to 
$741 million by March 2007. It is reported to be eyeing ac- 
quisitions and greenfield projects in China and, once again, 
in the US. 

Other Indian companies, too, have made a habit of mov- 
ing into related adjacencies. ICICI Bank, India's biggest pri- 
vate bank, is a high-profile example. 

From its core banking sector in the early 1990s, it has 
. leapt into multiple adjacencies, including non-life insur- 
ance and travel portals. The company has also expanded into 
new countries, including Russia, the US, Britain and South 
Africa, and plans to set up more branches overseas. 

However, it's not always smooth sailing. Companies face 
risks as they look at the Expand phase of the cycle, such as 
premature abandonment ofthe core into distant adjacencies 
— stemming from failure to see the full potential of a core 
business — as well as hasty leaps into adjacencies that were 
further and more difficult to develop than recognised at first. 

Another timing error that companies face is the failure to 
start redefining quickly enough when profitability declines 
or a new competitive model becomes a threat. 

A third and final timing error in the cycle is plain old inat- 
tention, or taking the core for granted. This could be fraught 
with risk, as a once clear, low-cost leader can be mimicked, 
allowing competitors to catch up. 


Redefinition: Pay Attention 

But cycles often play out over decades, lulling managements 
into complacency and making it imperative for CEOs to per- 
ceive the need to redefine early. One company that paid at- 
tention soon enough was General Dynamics, which per- 
ceived a major profit pool collapse ahead of it competitors. 

In 1984, General Dynamics reigned as America's largest 
defence company, with comfortable revenues of $7.8 billion. 
But with US defence expenditures dwindling in the late 
1980s and early 1990s, it underwent one of the most thor- 
ough transformations in business history. 

By 1992, it had reduced itself to three core businesses and 
$3.5 billion in revenues, a 70 per cent downsizing in three 
years. Its transformation included selling businesses rang- 
ing from aerospace to land systems. It then followed this up 
with selective acquisitions to bolster its profitable subma- 
rine core and build a new, related core in electronics and in- 
formation systems for defence programs. 

Its redefinition has held the fourth largest US defence 
contractor in good stead over the years. The company’s net 
profit in 2007 rose 22 per cent to $2.1 billion year-on-year. 
Total sales in 2007 increased 13 per cent to $27.2 billion over 
2006, a nearly eight-fold rise from 1992. 





The process of regeneration in business follows the - 
Focus-Expand-Redefine (F-E-R) cycle 


FOCUS 

A company concentrates 
on building its core busi- 
ness to its full potential. 


Delhi-based Hero group 
was quick to seize on the 
customer shift from scoot- | 
ers to the fast-growing | 
motorcycle segment through its company, Hero Honda. — 





EXPAND 

The company takes ad- 
vantage of its capabili- 
ties and market position 
to move into, and con- 
quer, adjacent markets. 


From core banking in the 
early 1990s, ICICI Bank has leapt into multiple adjacencies, 
including non-life insurance and travel portals. 





REDEFINE 

Cycles often play out 
over decades, lulling 
managements into com- 
placency and making it 
imperative for CEOs to 
perceive the need to re- 
define its core early. 


Conscious of the dwindling US defence expenditures Wis! 
late 1980s, General Dynamics sold businesses ranging from - , 
aerospace to land systems and reduced Reel eee 
businesses. 








The key to General Dynamics’ resurgence was a major 
study it commissioned in the early 1990s of its demand and 
asset values for every sector in which it participated. This 
was an unusual step as Bain studies show that managers typ- 
ically spend less than 3 per cent of their time developing a 
long-term view of their industry. It helped the defence con- 
tractor see the writing on the wall before other defence com- 
panies, and perfectly time its redefinition. 

In your own planning, ask yourself if you are probing into 
each phase of the F-E-R cycle in a balanced way. Are you 
sure where you are? What are the warning signals to look 
for? Answering these questions could help you change your 
strategy or redefine — before it is too late. 








Chris Zook is a Bain € Company partner who leads the 
firm's Global Strategy Practice and is based in Amsterdam. 
Ashish Singh is the managing director of Bain € Company, 

India and is based in New Delhi. 
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In the hands of a great designer, 
a building becomes a landmark. 


Entries invited for the Future Group Businessworld 
Design Brilliance Awards 2008. 





If you think your designs deserve to be showcased on a bigger platform, participate in India's biggest design awards. 


Send in your entry at www.businessworld.in. Last date for accepting entries is June 22, 2008. 


Categories for Future Group Businessworld Design Brilliance Awards 2008: 


* Urban town planning * Fashion and lifestyle * Social design including products and services 
* Stage/film set design, production and cinematography * Digital design * Graphic design * Product design * Furniture design 


* Transportation and automobile design * Packaging design * Animation * New media installation * Green and sustainable design 


Special categories: 


* Best student concept * Designer of the year * Lifetime achievement award 


future group” 
presents 


Businessworld 








DESIGN | BRILL ANCE 
AWARDS 2008 
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NATIONAL INSTITUTE OF DESIGN 
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branding RET eG 


beyond Habitual 


KARAN KASHYAP'S MIND WAS BUZZING WITH THE 
debates over naming the new shampoo at 
G&TW India where he was the product man- 
ager. The marketing manager Sudhir Dhuni 
had mooted the idea that they launch a sham- 
poo under the deo's brand name, Mali. 

Then, Karan had gone with the idea. But as 
the week opened, he found himself faced with a 
serious inner debate. Then why are we building 
a brand and not a product? What ranks higher, 
product building or brand building? Do we 
have a shampoo, or do we have a brand? Does 
the consumer want brand or does he want prod- 

‘uct? What the heck am I doing here? And what 
has a name got to do with anything? 

Karan sat half-lying on his chair, listening to 
the music streaming out of his computer. And 
then his eyes slowly took in what he had been 
unwittingly staring at, the flaming orange icon 
of his browser, startling him unusually. Firefox, 
said his mind; Mozilla, came the echo. Mozilla 
Firefox, muttered Karan. Why on earth is it 
called Firefox? For a web browser? What kind 
of name is that for a product? How do con- 
sumers relate to it? And why Mozilla Firefox? 
Why two names, or is that one name? 

On their website, he learnt how it was origi- 

nally called Firebird, then changed to avoid 
conflict and that consumers had great difficulty 
accepting the new name and called it stupid. 
‘ But stupid or not, Ffx slowly weaned away users 
of Internet Explorer (IE) and between 2005 
and 2008, almost 50 per cent of IE 6 users who 
shied away from changing over to IE7, crossed 
the floor to Ffx. Firefox with the most ridiculous 
name for a browser, he thought. ‘Internet Ex- 
plorer’ at least told you what it did for a living. 
Instead Firefox wore a dandy prefix: Mozilla. 
And it wasn't even Italian. This is as bad as Lux 
underwear, thought Karan. 

Karan checked his chat window and found 
Anirudh online. Anirudh was a software de- 
signer and worked for a large services firm in 
Seattle. Striking up a chat with him, Karan said, 
"These new sounding names — Vaio, podcast, 
iPod, Ning, Google, etc., which have no known 
meanings... It seems, today the differentiator 
could well be how random your name is!" 

Said Anirudh, *A good name is a differentia- 
tor and it need not mean anything; but when- 


Naming 


Words have meaning and names have power. 


" Author Unknown 
by meera seth 


ever you have seen resounding success it's prob- 
ably due to superb technology and concept. IT 
guys reason — 'How does it matter if we call it 
Google, or Apple as long as it sticks’, than ‘let us 
pick a random name which will appeal to all’. 
But then, IT is inventor-led, not marketer-led.” 
FMCG, marketing, as Karan had seen, cre- 
ated desire for needs that did not even exist; of- 
ten it was an idea only in the marketing man's 
head! We stick the product to an existing brand 
name. Then the product has a horrific time 
marrying into the ethos of the forced brand 
name... But today, the technologist is saying *I 
am in the business of creating great solutions 
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for great needs. Create the ethos, the culture, 
and then call it any old thing, it will dance. Give 
it a number, call it TI-84Plus; Call it WD40. 
How does it matter? These are not even words!" 

Karan’s batch mate, Rajesh Handa a software 
professional in Denver, had recently talked 
about how IT products were based on months 
and years of testing and research, adding, 
“Some consumer marketing behaviours in 
FMCG will startle IT marketers. For example, 
how come FMCG has a shampoo called Clinic 
Plus? Isn’t that confusing? I mean imagine if I 
had Google and Google Plus, I wonder what my 
consumer will make of it!” 

But Ardaas, his cousin and a self-made IT 
man, brought up a different viewpoint. “Lux 
uses almost 500 years of soap creating history 
to produce the soap. By comparison, a software 
company uses only about 50 years of industry 
experience and development history. Natu- 
rally, the tech product has to go through more 
stringent tests.” 

And no, its products are not based on need, 
they are created and then adapted to needs. For 
example, SMS was created not out of any need. 

It was a by-product. SMS is a result of a layer 
of communication that is carried on GSM and 
other mobile networks. It is part of a protocol 
that is not used anymore to send commands. 
Since it exists, some people began to use it. 
Now, SMS is being explored as a way of commu- 
nication and is being refined.” 

Karan was willing to accept that. “But, all 
technological inventions seem to be a lot of hard 
work, lot of labour, research, and huge invest- 
ment, and better still, produce mass benefits. In 
comparison, a hand soap is touching how many 
lives? What great tech feat does it manifest?" 

Ardaas smiled, “Depends on what you call 
“mass-scale benefits". Let's see some tech re- 
search that has not impacted “masses” — at 
least for the time being. Roll up keyboards are 
one. Keyboards that are infrared projections on 
a table are another. Both remove the hardware 
required for a keyboard and shift the keyboard 
to being software driven. Without a need, with- 
out it being mass based, it is being developed! 

*Then let's take the value of soap — doctors 
would not be able to function without soap. 
That would be quite a blow to medical science. 
I don't remember meeting a single doctor who 
did not wash his hands after an examination!" 

Karan: Doctors can use Lux bar and surger- 
ies need not stop for want of liquid soap! 

Ardaas: Same applies to tech products — you 
don't have to use Word or Vista Operating 
System. You can use Wordstar and Linux. 

Karan: Oh! but they are improvements on 
the operating systems applicable to different 


44 
As com- 
pared to the 
soap industry, 
a software 
company uses 
only about 50 
years of 
industry 
. experience. 
Naturally, the 
tech product 
has to 20 
through more 
stringent tests." 


situations and users. 

Ardaas: So is liquid soap. it is easier to 
spread and faster to spread. You may not think . 
of it as improvement, but in 500 years of soap - 
development, moving from a bar to liquid isa 
big incremental leap. Think in relative terms. 

Soap development has been happening over 
500 years. Every inch of gain today comes after 
decades of research because soap has reached a 
level of refinement that only 500 years can 
make happen. In the first 50 years of the inven- 
tion of soap, things must have seemed pretty 
much like IT does today! 

Karan: See, it's about much more. I am sure 
where research is a result of a deep inquiry, the 
outcomes speak for themselves. Take for 
example, what is going on in my own organisa- 
tion: the ego war based on brand extensions; 
where Mali the deodorant is sought to be ex- 
tended to Mali a shampoo. Where did the idea 
come from? From a focus group discussion! By 
the way, isnt Windows essentially different 
from Linux? , 

Ardaas: Yes, Windows and Linux are differ- 
ent. Like Neem and Dettol soap are different, 
but serve the same purpose. But there must be 
250,000 different operating systems, depend- 
ing on the kind of computing need. For exam- 
ple, CAT Scan machines use a different OS — 
but they are computing data nevertheless. Just 
think Mac OS; There is WINE which gives us 
Unix like OS. There is Solaris. It depends on the 
machine. Remember BIOS? That's an OS un- 
derlying Windows! So, OS = Soap; Unix = Lux, 
Mac = Dove, and they are not interchangeable 
or substitutable. Just as I would not use a gly 
cerine soap if I had dry skin, Word would not 
run on Unix. OS isa platform. Thus, in our ex- 
planation, platform = cleaning agent; Different 
platforms (OS) are required for different appli- 
cations (Word, DigitalFuel, etc.) just as a differ- 
ent soap is required for different uses. Soap for 
clothes different from soap for windshield and 
soap for skin. 

That night Karan was seized by a new 
thought — FMCG goods essentially cater to the 
senses! The minute this thought came to him, 
Karan went into overdrive. Logging on, he text 
messaged Sumati Das, his brand strategist, and 
Anirudh in Seattle. “Can you come online now 
... please?” 

At 11 pm IST, Anirudh was doing 8 am, 
wading through a bowl of raisin bran while 
Sumati was catching up with a recording of 
American Idol and praying fervently for David 
Archuleta. Since she was on her laptop, she 
simply switched windows ... but Anirudh texted 
back: “eating b/f; leave stuff to read; will join 
in 20 mins.” 


23 JUNE 2008 54 BUSINESSWORLD 


So Karan picked Sumati's brains: I think I 
have the logic now. FMCG cater by and large to 
the five senses, hence, they do a lot of packag- 
ing, selling, luring, seducing, convincing, and 
the five senses do not involve the intellect dur- 
ing the stage of experience. It is after the sense 
experience is over that the mind along with the 
intellect makes a decision on preference. 
Hence, the accent on how it looks, what it is 
called, how does it smell, and so forth. Tech 
products go for the intellect straight away. A 
Windows OS need not taste like tikka masala 
or choose to smell of jasmine. It is a no-non- 
sense product meant for brain and reasoning. It 
bypasses senses. Such products by definition do 
not need to ‘sell’ themselves to you. If your intel- 
lect buys, then the sale is made ... this is 
my point... 

Sumati: I am thinking of something as 
friendly as an apple. If branding is both art and 
science, then is there a place for art in IT 
branding? The most artistic brand in IT is def- 
initely Apple. Their products, their brands, 
their logos and even their websites are artistic. 
Apple allowed consumers to ask — can I get this 
PC in another colour? 

Karan: What I am talking about now is what 
the name rings in my mind when it is spoken. 

Sumati: Exactly. What images does the name 
conjure up? Do you want an image of space age 
technology coursing through virtual space? Do 
you want to conjure the image of technology be- 
ing approachable to the mass consumer? Even 
here, it is about brand objective — I think there 
was a clutter of IT brands all wanting to appear 
more IT and then suddenly, Apple broke the 
clutter with an approachable name; It showed 
the consumer that technology is not intimidat- 
ing; itis as simple as an apple. 

Karan: I agree, plus when apple went elegant 
with a colourful apple with a chewed bit, you 
did look upon technology as belonging to the 
realm of my world too! 

A new window sprang open. It was Anirudh. 
Karan copy pasted his chat with Sumati on 
Anirudh's window... 

Sumati: Absolutely! I think IT is in a vicious 
cycle to appear more IT; therefore, all these 
acronyms which don't make sense; and now 
electronics is copycatting too. But the question 
is, is the consumer looking for something effi- 
cient or approachable? 

Karan: What you are saying is, IT is credible, 
hence non-tech products too are trying to 
appear IT-like, so that the consumer takes 
them seriously. But then core IT is still not 
speaking English. 

Sumati: Absolutely — if only they would step 
out of the IT vocabulary trap they are in — and 
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understand the language being spoken about in 
the real world 


Anirudh: (having caught up) See, the impor- 
tance of brand managers and branding in IT is 
quite different. For example branding for SAP 
which is ERP is different than MS Windows 
which is an OS, different than MySQL which is 
an open source database, and very different 
from Puppy Linux, Red Hat Linux, Suse Linux, 
again even more different from the several ver- 
sions of Unix-AIX/HPUX ... than MS XBOX 
which is gaming, different than Apple iPod 
which is a consumer device. So, more consumer 
centric a product is, higher is the branding. 

Karan: Wowww... Do you think that sen- 
tence was even English? 

Anirudh: Sorry? See, in case of items like 
xbox /zune /ipod it is closer to electronic goods; 
but in all cases what I said earlieristrue. There 
is a code name, the focus is more on product 
and functionality and sales, marketing, brand- 
ing and positioning comes last. 

Karan: Hey, are technicians not consumers? 
Would a technician like it if his soap was called 
CS 492? Ok, let me ask my brand strategist 
Sumati what she thinks. 

Sumati: One sec, I have asked Radha to join 
in — she is reading what we discussed ... mean- 
while, let me think as a brand manager for Win- 
dows — what is Windows to the consumer? — a 
bouquet of programmes like Word, Explorer, 
Excel. How is it relevant to the average con- 
sumer? I see the household PC as a family 
binder; so the PC knows more about me than 
my mother does — what with all the mails 1 


23 JUNE 2008 55 BUSINESSWORLD 





send to my friends; about finances considering 
the balancing my dad does on Excel; about 
brother's hobbies and music taste; about our 
daily menus if you checked mum's cookery 
folder ... so Windows, the family chest, keeps se- 
crets and is available on demand 24/7. So why 
on earth would I want to call it Windows XP 
2000 blah blah? 

Radha: Hahahaha ...! But listen on that PC 
on my kitchen top are multiple egos drawing my 
attention: one is the OS; then the CPU says “I 
am IBM; then take a look, my monitor is Fuji; 


my headphones are Logitech; my pdfs are . 


Adobe, my speakers are Creative ... yet you want 
the consumer to call this gizmo 'computer' 
when he is not even computing! He is not going 
to be even talking about ‘my OS is Windows 
XP’; Like when you go to the doctor to get a CT 
scan you don't ask, hey doc, what OS is that? Oh 
WOW, you use a Platypus 23 X? 

Karan saw Ardaas online and pasted ex- 
cerpts from Sumati and Radha's discussion 
onto his window. 

Karan: To be fair, I imagine, that when I 
name my OS a technically intimidating name, it 
is more to benchmark its state-of-the-art-ness 
in the face of another OS. Imagine naming your 
OS ‘Barbie’ when you have Firefox rubbing 
shoulders with you. Let me ask Ardaas, ... 
*hi ardaas, tell me, do you think branding is ab- 
sent in IT?" 

Ardaas: IT branding is a new language, 
targeting new 'side personalities that conven- 
tional consumers have sprouted. It is an 
industry that specifically targets mavens that is 
the Adams (the first creators, the opinion lead- 
ers) and allows the brand knowledge trickle 
down to the masses. IT products make news be- 
cause they operate in networks of mavens — 
mavens do not need to be mollycoddled and 
sold to, they are genuinely looking for superior 
products — so, simple information in IT jour- 
nals/blogs is enough for them — no need of 
fancy advertising and celebrities — they frown 
on such stuff. The other thing about IT products 
is that they empower consumers — it is not just 
about a feeling or an emotion — it is about raw 
functionality — therefore, the selling task is 
much easier. 

So now, when you say "technology" or *IT 
products", what do you include? Does it also in- 
clude, say a television set? Or a DTH system? A 
plasma television? A solar powered watch? 
What is a Tech product? So, is an iPod an IT 
product? Because it doesn't do any computing 
— it just spews out digital data in audio format. 

Karan: Look at it from the point of the ordi- 
nary consumer ... he knows he uses his com- 
puter to download music. So, it seems like an IT 
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product in his mind; yet when he listens to mu- 
sic it is ‘my iPod’. How does one deal with this? 

Ardaas: So, the computer is the IT product : 
and not the iPod. I use my computer to down- © 
load a recipe for a bread. That does not make 
the bread or the bread maker an IT product. 

Karan: I like this. Today, everything that pro- 
duces solutions without a seeming outward 
process involving people, comes to be called 
‘yeh computerised haf (this is computerised), 
what once used to be called 'autikmatic. 

Ardaas: Even wheel balancing in my car is 
computerised. Yes, automatic has become IT ... 
how true! 

Sumati: So did we get a reply for - 'are tech- 
nicians not consumers’? Isn't their soap called 
Fa or Dove and not Door GT 235? 

Karan: I think it's because soaps have be- 
come standard products, and its use and pur- | 
pose has become very clearly known so that to- — 
day we don't need to know what is inside a soap 
... We know its purpose. In fact if you go back 50 
years, soaps went by the name of their ingredi- 
ents; like glycerol, neem there used to be one 
deadly soap for skin conditions which was 
called something equally forbidding — carbolic 
something. Likewise, today we need to call an 
OS by its version number. Even if we did that, 
the question remains what do the names them- 
selves mean? 

Ardaas: Product naming in IT? I think IT is a 
fun tribe with a brand of humour that they 
jointly resonate with. What better example of 
fun can I give you than Ubuntu. This OS, when 
it was conceived, operated under 'no-name- 
yet.com' When it was officially released, they 
named it Version 4.10. What? Yes, what. It also 
had a nick name, Warty Warthog which sur- 
vived its codename too. As Ubuntu grew, the 
next level of development was called Hoary | 
Hedgehog only to be zipped to 5.04 officially. 
Ubuntu has siblings serving different commu- 
nities of users — Kubuntu, Edbuntu. The last 
one addresses the education market. But that 
logie may not explain Kubuntu! The fun of an 
OS lies in its name 

So is there branding in IT? I think so. Do they 
use weird names? I think so. Do IT people use 
soap? I think so. Hahahahaa 
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Brands 


KARAN KASHYAP'S EXISTENTIAL BUSINESS DILEMMA 
— to extend the Mali brand, or not — captures 
the state of mind of product creators in the in- 
ternet era. We have embarked from the familiar 
shores of industrial age brand building — ex- 
emplified by the outsized global impact of titans 
like Proctor & Gamble, Coca-Cola and Mi- 
crosoft — into an uncharted sea of consumer 
brand co-creation, powered by emergent inter- 
net stars like Myspace, YouTube and Twitter. 

What lessons can a young, digital native 
brand like Firefox impart to Karan and the team 
at G&TW India working to craft a line extension 
strategy for Mali? Before answering this ques- 
tion, some context. 

The original naming of Firefox was, in many 
respects, a happy accident. Initially, the browser 
was called Firebird. After a legal challenge 
forced reworking our selection, the name ‘Fire- 
fox’ was suggested by a volunteer contributor in 
a now-legendary internet chat session. In the 
years since, the original naming took hold, and 
in alignment with our open source roots, we 
sought to enable a community of passionate 
Firefox users to help us build our brand. This 
manifesto of brand co-creation has resulted in 
multiple campaigns that have, at their core, 
opening up the tools and content typically re- 
served for contracted agencies to the public. 

An IT product like Firefox naturally gets a 
boost in consumer participation because of the 
communication channels used to discuss the 
product live online. The early audience of Fire- 
fox advocates used the tools of social media 
blogs, websites, widgets and banners — to grow 
awareness for the browser to expanding circles 
of technology’s early adopters. 

What's relevant for all marketers and brand 
managers is that in 2008, the expansion of so- 
cial media and the internet into the lives of non- 
technical consumers opens gateways for even 
non-IT products to benefit from the freewheel- 
ing discourse, connections and co-creation hap- 
pening every day on the Net. 

Traditional brand building strategies have 
been disrupted. Industrial era techniques — 
repetition, saturation and need generation — 
rely on two aspects of the media landscape that 
no longer hold sway: concentration of atten- 


tion; and one-way message push. Pre-internet 
media relied on scarcity and control over con- 
tent and channels of communication to aggre- 
gate consumer audiences. We were passive re- 
cipients of a set of mass market messages. The 
rise of the internet has introduced choice and 
nearly unlimited personalisation into the mix of 
how a consumer chooses to allocate the atten- 
tion he or she has to give to media. Add contri- 
bution of nascent consumer expectations to 
have an ongoing dialogue with their peers and 
the world, and what you have is a changed land- 
scape for brands. No longer is it possible, even 
for a savvy FMCG brand manager like Karan, to 
expect a big media budget and stellar creative 
alone to carry the day for a brand extension. 

Anirudh’s assertion that “resounding success 
[is] due to superb technology and concept” is in 
part correct. Once the product is nailed down, 
the accelerant to the growth of 21st century IT 
brands such as Google, Apple and Firefox is the 
vocal, networked participation of a passionate 
community that spreads the word to their 
friends, family and colleagues. 

In the act of spreading information about 
your brand, your community of advocates in- 
evitably adds their own perspectives and indi- 
viduality to the messages that are shared. The 
benefit of this act of co-creation is a shared 
sense of equity in the success of your brand by 
your community. You, as the brand steward, 
must, however, overcome the desire to tightly 
control how your brand is communicated. 

Karan’s question — which comes first, prod- 
uct or brand — is answered, resoundingly, by 
“Product” in my experience. Why this is so for 
certain in IT, and to an emerging extent in 
FMCG is that it has never been easier for con- 
sumers to cut through your branding and ascer- 
tain for themselves the value your product or 
service — actually — delivers. 

Karan is asking the right questions about the 
Mali line extension. Grafting an unwanted 
product onto a successful extant brand is a 
strategy without legs in this era. If there is one 
thing Karan should take away from the commu- 
nity-powered growth of the Firefox brand, it is 
this: find an authentic, unmet problem among 
your potential customers. Solve that problem 
innovatively, and communicate your solutions 
in remarkable ways. 

Transferring the brand attributes of an estab- 
lished product to a new offering may have work- 
ed when consumers didn’t have the knowledge 
now available via an internet search. In this 
brave new world brand stewards are charting, 
the old rules no longer apply. The most success- 
ful brands will work in partnership with their 
consumers to improve, evangelise and grow. 
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TAKE THIS LEAP OF FAITH AND SAY WITH ME, 
slowly, “HP BladeSystem c3000”. 

If they sold this beast as “Ultra mild, does- 
not-attack-without-provocation", would you 
touch it — even with a barge pole? That name 
makes me shudder. Is it a macabre Riddle Scott 
creation come to life? However, blade servers 
are, simply put, high-density computing ma- 
chines that are space efficient with lower heat 
dissipation. Fundamentally, they are good for a 
world that is high on real estate prices and low 
on being environment friendly. So why doesn't 
HP call it something more appropriate and 
appealing and roundly cash in on its “better 
planet" quotient? 

I won't pretend to know the answer to that 
question. Suffice to understand that the user is 
the focus of HPs marketing effort. He or she, 
signing the purchase order, is a geek and wants 
to know just one thing: is the blade server chas- 
sis switching or pass-through (never mind!). 
Last year, HP dominated the blade server mar- 
ket in India. You see why naming a hard-core 
technology product in any creative manner is 
pretty much a waste of time and energy. 

There is a different class of IT products that 
do need naming, but the names are still a 
mystery to most. IMHO, Treo looks like it ought 
to be a word. Or Windows Mobile, which 
sounds like a construction firm. And then there 
are the Zire handhelds and the Wiis. What the 
heck are those? Does Treo immediately tell you 
phone + internet + pda? What does Windows 
Mobile tell you, or for that matter the more dif- 
ficult Wii (pronounced ‘we’)? Most of these 
products are sold on the basis of their utility and 
features. Advertising doesn’t have to create a 
need for them — if you don’t use these products, 
you get left behind in the age of slide rules, 
telegrams and iceboxes. 

Finally, there is a category of IT products that 
don’t smell like IT: music players, cellphones, 
devices that keep rodents away using high fre- 
quency sounds, solar-powered watches, vibrat- 
ing toothbrushes, etc. This is the category that 
comes closest to FMCG products — or put 
another way, they don’t go directly for the intel- 
lect. You have to create a need for them, appeal 
to the senses, use hypnosis if necessary (oh yes, 


Analysis 





brand names with certain sounds are hypnotic) 
and one day, give two for the price of one, bun- 
dle them with long grain rice and mineral water 
if possible, but get them off the shelf. 

The question that keeps knocking at the door, 
looking for an answer is: why do technology 
products choose such weird names? And to 
boot, with effusive numbers? One answer is that 
not everything on earth can get a nifty, direct, 
obvious, in-your-face name like the Reserve 
Bank of India, PayPal or even Maidenform. The 
other is that technology products keep evolving 
— very rapidly, with seemingly small changes. 
For example, a cellphone may have a new ver- 
sion with just the camera going from 3 mega 
pixel to 4 mega pixel while the colour, form fac- 
tor and all other features remain the same. It 
doesn’t make sense to give the upgraded phone 
a different name. Just a new number that is 
higher than the older model will do. So, we have 
a Nokia N70 and a Nokia N72. And we under- 
stand exactly what that means. 

I can tell you one thing: it is easy to change 
the colour of fan blades or their shape, and sell it 
with a new name this summer, and hike up the 
price tag as well. But it’s not easy to do it with 
technology products. Especially software. Soft- 
ware and firmware gets version numbers and 
the additions to the product remain fairly trans- 
parent. So, if you have an iPhone with firmware 
that is 1.1.4, you don’t have to pay more. It just 
means that if you have 1.1.1, you can now up- 
grade for free. 

Technology products are, in a sense, peculiar. 
They begin as technology and quickly become 
FMCG-like. Take the CD player that, within a 
decade of its arrival, is not seen as cutting edge 
technology. Take DTH that within half a decade 
of its arrival, is... well, nothing more than 
television. And television itself, with plasma, 
LCD and home theatre is nothing but 
entertainment. There was a time when plasma 
television sets were sold like gee-whiz tech- 
nology from the future. Today, it takes a hot, 
romantic, seductive narrative to convince you to 
buy one: from appealing to the intellect to 
appealing to the inane, all in the space of a cou- 
ple of years. 

Branding and naming products is not a static 
science. It is more an evolving art form. Brand 
and product names, like all art, must be rele- 
vant to the times, interpret or capture a 
thought, culture and vision, and make them 
come alive for the people they speak to. With 
adequate competence, large applications of 
genius and plenty of help from the product, the 
artiste will create something that will survive 
the travails of time and the dictates of culture, 
giving us a truly memorable brand. 
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HIGH LIFE 


Indian bars 
are stirring 
up a heady 
swish of 
cocktails with 
an infusion 
of exotic 
fruity flavours 


AN INGENIOUS INVENTION OF PROHIBITION-ERA 
American bartenders of the 1920s, the cocktail 
has finally found firm favour with the 
predominantly whisky and rum drinking 
urban Indian. Now, bartenders across the 
country are whipping up their own unique and 
innovative versions of traditional martinis, 
margaritas and daiquiris, and their patrons are 
downing these delicious, if potent, concoctions 
with unabashed gusto. 

James Bonds favourite tiple, the martini 
(which is served not just shaken, but also 
stirred and whizzed now) — tops the 
popularity charts in the country. The classic 
cocktail — made with three measures of gin, a 
dash of vermouth, eracked ice and a green 
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pitted olive — has been re-interpreted for the 
Indian palate by mixologists in several bars, 
most of whom replace gin with the more liked 
vodka. But it is the infusion of a range of 
flavours, largely fruity, that has helped 
popularise the martini among hip urbanites. 
Cosmopolitans and manhattans are, well, a tad 
passé now (not including their slight revival to 
coincide with the release of Sex and The City, 
the movie). 

Ice, the nature-themed bar at Bangalore's 
Taj Residency hotel, serves a blue berry 
martini, which is particularly liked by its 
female guests. But at one of Delhi's most 
frequented bars, the Smokehouse Grill, it is 
the green apple martini that outsells all other 
cocktails. Though these bars are creative and 
much sought after, they have a long way to go 
to match global standards. 

Among the most enduring classics is Bar 
Hemingway, at the legendary, 110-year-old 
The Ritz Paris. The bar serves up one ofthe 
world's most famous cocktails, the Ritz 
Sidecar, which, uses a shot from one of the few 
remaining bottles of the super-rare, 
Napoleonic-era 1865 Ritz Reserve cognac as a 
base ingredient. It's all 
yours for $515. 

Then there is the 
celebrated, $1,400-a- 
glass Mai Tai at the 
Belfast Merchant 
Hotel, which is special 
because the rum used to 
make the cocktail comes 
from one of the last 
remaining six bottles of J. 
Wray Nephew 
17-year-old rum from Jamaica. It is 
the rum that inspired Victor Bergeron 
to create the original Mai Tai at his 
Oakland bar in 1944. Among more 
contemporary classics is the Platinum 
Passion from Las Vegas MGM Grand — a 
mix of rare aged cognacs and rare vintage 
champagnes — introduced on Valentine's 
Day 2005, which you can sip for $1,500. 

Of course, adding a dash of ultra-rare spirit 
is not the only route to exclusivity, or price 
tag, of a cocktail; sometimes it is just a rather 
extravagant garnish. Take the Diamond 
Martini. Like its name suggests, the cocktail 
is served with the added sparkle of a 
diamond, which makes its price quite 
variable. Other ingredients 
include, Charles Heidsieck 
Vintage 2001 champagne, Remy 
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Martin Louis 
XIII cognac, 
angostura bitters and, yes, 
a sugar cube. This ‘sparkling’ 
concoction can be had for 
anything between $2,000 and 
$8,000 at the Piano Bar, at 
London’s Sheraton Park 

Tower Hotel. 

Bar-goers in Delhi, Mumbai, 
Bangalore, Chennai and Hyderabad may 
not have precious stones sitting at the 
bottom of their flutes and high balls, but 
they do have the chance to discover some 
gem-like drinks. The delicately flavoured 
white rum-based Smoked Melon Mojito, 
or the refreshing Slice of Orchard with its 
vodka base, whipped by the bartenders at 
Smokehouse Grill, play beautifully with 
the palate. In fact, fresh fruit-based 
cocktails are a speciality at this bar, 
“which makes life a little difficult 
as the quality of fruits 
varies daily and achieving 
consistency is a challenge”, 
says Vasul Chauhan, 
Smokehouse Grill’s general manager. 

Meanwhile, regulars at Delhi’s Tabula Rasa 

have voted with their wallets in 
favour of Champino, a 
blend of campari, sweet 
vermouth and 
champagne, and the 
slightly sweet and fruity 
Sauve, made with 
Baileys, crème-de-banana 
and butterscotch 
schnapps, says Sohrab Sitaram, 
a partner at the bar, even as 
they have another bestseller in 
the chilled chocolate flavoured vodka 
martini. 
On the other hand, barmen in 
Mumbai's Indigo delight in serving their 
signature cocktail, a vodka-and-mint 
caipirojka. 

Cocktail connoisseurs in India are now 
savvy, well-informed and discerning, and 
they are pushing barmen to innovate. In 
fact, most bartenders admit they get 
requests for new and customised drinks on 
almost a daily basis. While they do oblige 

most of the time, these little experiments 
rarely make it to the menu. 
As Chauhan says, “Some drinks 
are just too special.” 
Sumati Nagrath 




















TAKE YOUR PICK: 

The Smoked Melon 
martini (above) and the 
Simply Plum cocktail 
tantalise patrons at 

the Smokehouse Grill 
in Delhi 
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THE POLITICAL LIFE OF NETAJI SUBHASH CHANDRA BOSE, 
possibly the most enigmatic figure of India's 


freedom struggle, is difficult to capture. Making 


a notable attempt is recording company 
Sa Re Ga Ma, with its collection of four CDs 
(or one DVD) of his speeches, songs and a film 
on the life of the man who confounded all by 
allying with Germany and Japan during World 
War II to free India from Britain's yoke. 
Volume 1 presents speeches delivered by 
Netaji between 1938 and 1944. Volume 2 
brings together orchestral and vocal renderings 
of the Indian National Army's (INA's) music. 
Volume 3 brings alive the passionate narration 
and lively rendering of INA songs by INA 
Captain and musician Ram Singh Thakur, and 
provides a glimpse into the origin of some of 
India's most patriotic songs, including the 
national anthem and classics such as Kadam 
kadam badhaye ja. Sa Re Ga Ma has done a 
commendable job, with the 60-odd-year-old 
recordings sounding live and fresh. What 
disappoints, though, is the film in Volume 4. 
Despite its wide-ranging footage, it fails to do 
justice to the unsung men and women who 
made INA what it was. Significant people in 
Netaji's life, including Ram Singh Thakur and 
INA martyr Durga Mall, whose bronze statue 
stands in Delhi's Parliament grounds, are not to 
be seen. What also rankles is the absence of an 
interview with Netaji's daughter Anita Bose 
Pfaff, professor of economics at the Augsburg 
University in Germany. The film is a 
documentary but conveys no message. Still, at 
Rs 500 for the package, this one is a steal. 





HOSPITALITY 


For a change of scene 


SUPER LUXURY HOTELS 
are earthbound 
equivalents of 
stratospheric 
wonders. Even 
among them, the 
Four Seasons’ New 
York City is a cosmic 
legend. At $500 
million, the most 
expensive hotel ever 
built when it opened 
in 1993, the edifice 
stands testimony to 
the abiding genius of 
Chinese-born 
American architect 
I.M. Pei. Over the 
years, Manhattans 
tallest hotel has 
remained an 
enduring landmark, 
located between the 
macropolis' swanky 
Madison and Park 
avenues. 

Among the hotel's 
61 suites — it also has 
364 other rooms — 
are two presidential 
suites on the 51st 
floor, with fireplaces, 


leather club chairs, 
and floor-to-ceiling 
windows that offer 


breathtaking views of 
the city, at just 
$20,000 per night. 
But, maybe, it's the 
Ty Warner penthouse 
suite that you're 
looking for. With nine 
rooms, the 4,300 sq. 
ft. suite features 
bronze statues, 
mother-of-pearl 
inlays and rock 
crystal sinks, besides 
a guest powder room 
‘clad in semi-precious 





SUITE FOR ALL 
SEASONS: At $20,000 
a night, it’s simply 
breathtaking 


tiger's eye stones. At 
$30,000 per night, 
the suite comes with 
personal butlers, in- 
room spa treatments 
and unlimited use of 
Rolls Royce Phantom 
and Mercedes 
Maybach services. 
The only hitch: Four 
Seasons does not rent 
it out too often. 
Janhavi Abhyankar 





In Sync: Dancers perform during the opening ceremony of the first China 
Xinjiang International Folk Dance Festival in Urumqi, capital of northwest 


China’s Xinjiang Uygur Autonomous Region on 8 June 
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KNOWLEDGE TROVE: 
Very old books are 
always in demand 


IN THE PAGES OF 
antiquarian books 
can be found times 
past and fondly 
remembered. Written 
by authors often not 
remembered any 
more, antiquarian 
books give collectors 
immense pleasure in 
understanding the 
histories and cultures 
that shaped us. 

It's no wonder then 
that, despite 
changing 
technologies and 
dwindling readers, 
shops — such as, 
K.K.S. Murthy's 
Select Book Shop in 
Bangalore and K.P. 
Vishrams tiny New 
and Secondhand 
Bookshop, founded 
in 1905, in Mumbai's 
Kalbadevi — 
persevere selling out- 
of-print books for 
pleasure to a loyal 
crowd of bibliophiles. 

In the shadowed 
shelves of such book 
shops can be found 
quirky titles, with 


subjects bold and 
ahead of their times 
but quaint for today's 
readership. For 
example, The Guide 
to Caresses or How to 
Please a Woman, 
books by French 
author M. Dorvial 
and printed in the 
early 1930s — a 
protagonist in one is 
a teenager asking a 
girl out for coffee. 

Most books found 
in antiquarian stores 
are sourced through 
auctions and sale of 
private and library 
collections the world 
over. "For an 
antiquarian, key 
insight into a subject 
is important before a 
title is picked,” says 
Murthy. But Vishram 
rues, "Antiquarian 
books will be read 
only if parents take 
their children to such 
book stores." 

A true university of 
these days, said 
Scottish essayist 
Thomas Carlyle, is a 
collection of books. 
And none better than 
the good ol' ones. 

Vishal Krishna 
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Buying precious time 


MOST PEOPLE WORLDWIDE CANNOT TELL 
the difference between a genuine 
quality timepiece and a fake. Here 
are five simple pointers to help: 

1. Make sure the dealer is 
authorised to sel! the brand, the 
guarantee card is stamped by him, 
and the outlet displays the brand 
prominently. 

2. Be certain the offer price is the 
brand's official maximum retail 
price (MRP); confirm by asking for 
the MRP price list of the brand. 
Most genuine imported luxury 
watches are sold at a margin of 20- 
25 per cent — any discount over 20 
per cent on the MRP may be too 
good to be true. 

3. Check for newness. Look for 
scratches on the sapphire glass, the 
watchcase or the crown. Also, the 
inside of the lugs should be clean. 
4. To verify the genuineness of the 
watch, examine the quality of 
printing on the dial — it should be 
sharp and accurate. Relief work on 
the dial and case back should be 
deep, not superficial. The bracelet 
should not be light and flimsy. The 
crown normally has a logo or stone. 
Visit the brand website for specific 
signatures of genuineness. 


TAKE A GUESS: 
Is this watch 
genuine or a fake? 
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5. Beware of smuggled watches. 
They may be genuine, but often 
these watches are pre-used. What is 
more, the company will not honour 
the warranty when you need repairs 
and servicing, years after the 
purchase. 

Here are some other finer points 
to pin down the fake. The crown has 
a different height and diameter, the 
figures on the bezel are thinner, the 
finish of the date is not very fine, 
indices are framed while painted on 
the original, the minute hand is too 
wide, the logo too large, the 
luminous dot on the hour hand too 
small, the wave pattern on the dial 
is wrong, the second hand is too 
short, the bezel dot is glued, the 
ticks behind the five minute markers 
are missing, the dial and bezel are 
in the wrong colour, the band 
inscription is more cheaply stamped 
and embossed on the clasp, and the 
polished and brushed areas of the 
bracelet are less obvious. 

All this may sound like a lot of 
effort, but you're also about to 
spend a lot of money. So, before 
putting your money in a quality 
watch, invest your time. 

Yashovardhan Saboo 
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BROWSING 
Venkatesh 


Kumaran 
Country Manager, 
India Wind 

River Systems 

| am reading ThePower 
of Now by ECKHART 
TOLLE. | picked up the 
book to understand the 
role of the present 
moment in leading a 
stress-free life. The mind 
has a tendency to be 
angry about the past or 
anxious about the future. 
It is only in the present 
that the mind is at rest. 
The other books on my 
list are The New Earth: 
Awakening to Your Life’s 
Purpose also by Tolle and 
The Power of Intention by 
Wayne W. Dyer. 
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THE SECOND WORLD EMPIRES AND 

INFLUENCE IN THE NEW GLOBAL ORDER 

BY PARAG KHANNA, 

ALLEN LANE, PAGES: 441; PRICE: RS 795 


DURING HIS YEARS AT VARIOUS ORGANISATIONS 
such as the Brookings Institute and the Council 
of Foreign Relations, Parag Khanna developed 
a hunch — global events no longer revolved 
solely around America's whims. To test this hy- 
pothesis, Khanna set off on a round-the-world 
quest to understand just how much things had 
changed in a “post-American world”. 

This may seem like a familiar story: man gets 
itchy feet, man travels, writes a book, makes lots 
of money, makes some speeches and retires fa- 
mous. The Second World, however, is far from 
your average travelogue. The result of Khanna's 
journey across several countries around the 
globe, it is refreshingly different and full of 
geopolitical insights. | 

According to him — and he’s not the only one 
with this idea — the US is no longer the sole ar- 
biter of world affairs. China and the European 
Union now offer equally attractive but deeply 
different ideologies and political agenda from 
those of the US. Effectively, they have occupied 
an important space — the counterbalance — 
that went missing after the Soviet Union col- 
lapsed. And it is well accepted that this new 
geopolitical equation has sparked off a race that 
will divide many nations' allegiances in much 
the same way the Cold War did. 

Khanna's book takes a step further towards 
understanding how this new geopolitical dev- 
elopment is being played out at the ground 


PARAG KHANNA travelled through 
more than 50 countries to research 
The Second World. Previously a 
Fellow at the Brookings Institution 
and manager of the Global 
Governance Initiative at the World 
Economic Forum, he is now a 
Fellow of the New America 
Foundation and is completing his 
Ph.D in international relations at 
the London School of Economics. 


olitics 
e Road 


level. It examines exactly how the competing 
ideologies of the US, China and the EU are at- 
tracting some countries while driving others 
away at the same time. Many of his stories come 
from countries that don't often make the head- 
lines in India — Kazakhstan, Venezuela, Mon- 
golia (Mine-golia, as the Mongolians joke), 
among more than a dozen others; all countries 
where the new global powers are vying to grab 
some attention. 

Take for example, Turkmenistan. When 
Saparmurat “Turkmenbashi’ Niyazov, the self- 
proclaimed father of Turkmenistan, died in 
2006, he left behind a legacy of deluded pro- 
jects. To promote his cult, Niyazov erected a 
120-foot statue of himself that rotated to always 
face the sun. His delusions left much of Turk- 
menistan, a country of just over 5 million peo- 
ple, impoverished. But why does a small, poor 
country matter? 

Centuries ago, Turkmenistan sat on the Silk 
Route that connected Europe’s insatiable 
demand for all things exotic to the vast riches of 
the Orient. In the 21st century, though, the Silk 
Route has taken on an altogether different 
significance. Oil and gas from the vast fields of 
central Asia are coveted by the Europeans (who 
want independence from Russias gas 
diplomacy) and the Chinese (who must fuel 
their voracious economy). That is why Turk- 
menistan and its neighbours Kazakhstan, Tad- 
jikstan, Uzbekistan and Kyrgyzstan (“the 
Stans”) have become indispensable in the global 
quest for energy. 

South America, traditionally seen as Amer- 
ica's backyard due to its geographical proximity, 
is yet another battleground for 
ideological and economic domi- 
nance by the global powers. 
Khanna uses the words of Ameri- 
can politician Rufus King to de- 
scribe the continent's importance 
in international affairs. ^I am en- 
tirely convinced if South America 
and its resources are not for us, 
then they will speedily be against 
us, King had said in 1799. Today, 
the fate of the continent has virtu- 
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ally been decided on that insight. 

While the US continues to support Colom- 
bia’s fight against narco-terrorism, China is 
only too happy to fund vast shipping fleets to 
carry Venezuelan oil across the Pacific. Where 
Spanish banks once dominated Brazil's finan- 
cial industry, Chinese traders have now created 
a channel to ship everything from soya beans to 
textiles to toys in and out ofthe country. 

Khanna also takes the readers to the Middle 
East to explain how religion and culture are 
driving sharp rifts in the Arab world, and what 
that means for the future of Middle-East. 

In just 350-odd pages, The Second World of- 
fers an amazing rich stock of first-hand report- 
ing and colourful anecdotes. Khanna digs deep 
into history to show how an overambitious Chi- 
nese border guard inadvertently ended Sino- 
Soviet ties, when he stripped down to his birth- 
day suit — an action that “sparked off ambushes 
and skirmishes all the way to Vladivostok”. 

When Khanna decided to write The Second 
World, he held himself to no less an example 
than Arnold J. Toynbee, the famed British 
historian, whose 12-volume, 27-year effort 
resulted in A Study of History. At just 31 years, 
Khanna has already established himself as a 
credible scholar and an expert analyst of inter- 
national affairs. 

In The Second World, he has gifted us a deeply 
researched, neutral-voiced description of each 
country. If you want to wager on what the world 
will look like in 2050, this book is an excellent 
source to base your bets on. 


SELECTION 1 





_ Capturing the 
Right Moves 
p 
E SONY VS SAMSUNG 
| THE INSIDE STORY OF THE 
eese» ELECTRONICS’ GIANTS BATTLE 
FoR CUN, SUPR FOR GLOBAL SUPREMACY 
* SEA ENAN BY SEA-JIN CHANG, WILEY, 


PAGES: 250; PRICE: $19.95 


HISTORY IS OFTEN WRITTEN AFTER IT HAS BEEN 
made. But author Sea-Jin Chang’s attempt at 
writing history as it is being created is ad- 
mirable for the sheer complexity of challenges 
that such a project poses for a writer. The SONY 
VS SAMSUNG battle for supremacy over inno- 
vation in the global electronics industry isn't 
over yet. Even if Samsung has an upper hand 
now, it could well turn into a three-way battle 
soon with Apple delivering some amazing suc- 
cesses such as the iPod and the iPhone. 





This book is an eye-opener, even for the most 
ardent observer of Sony and Samsung. It brings 
forth the intricacies of the way in which Sony is 
being outsmarted by Samsung gradually. The 
comparisons between the two organisations are 
comprehensive — from corporate cultures to 
company structures; from marketing strategies 
to R&D philosophies and global drive. There 
isn't a single aspect that is left untouched. 

It details minutely how wrong moves can 
have a debilitating impact on companies. For 
instance, few know that Sony and Samsung 
both developed the portable digital music 
player well ahead of Apple's iPod but they didn't 
realise the potential of the product. 

The charts and graphics in the book are a bit 
dated (mostly up to 2006) and boringly pro- 
duced, but that shouldn't take away from the 
fact that it is a must read for the detailed way in 
which it captures the ongoing battle. 

—Rajeeo Dubey 


SELECTION 2 
Self-discovery 
via B-School 


WRITING A SEMI-AUTOBIO- 
graphical novel about your 
life and times in the hallowed 
halls of the IIMs seems to 
have become part of the 
alumni experience. The 
newest member to join this club is Karan Bajaj 
with his KEEP OFF THE GRASS. And the 
grass, which most definitely is not the green, 
luxurious, to-be-walked-on variety, is a charac- 
ter on its own — a fourth musketeer to the trio 
of Samrat Ratan, Shine Sarkar and Vinod 
Singh, the three protagonists of Bajaj tale. 

The story this time is told not from the per- 
spective of an elitist urbanite but from that of a 
diasporic ‘confused’ and ‘dislocated’ Ratan, who 
literally, on a whim, decides to chuck his high- 
paying investment banker job at Wall Street to 
attend business school in India. Despite the oc- 
casional road-bumps in the form of clichés such 
as finding “solace in the teeming crowds of pigs 
and pedestrians,” the book is a smooth read and 
lacks both pretension and guile. 

We are taken through Ratans crisis of confi- 
dence, lessons in humility, disaffection with sys- 
tems and, finally, acceptance of himself with 
ease. And despite his frequent forays into navel 
gazing, this American-trying-to-find-roots-in- 
India (which ends with a dialogue with Ruskin 
Bond in Mussoorie) is an endearing character. 
—Sumati Nagrath 
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GOODBYE 
SHAHZADI: A 
POLITICAL 
BIOGRAPHY OF 
BENAZIR BHUTTO 


BY SHYAM BHATIA 
LOTUS/ROLI 

Less than six months 
have passed since the 
assassination of Benazir 
Bhutto, and bookstores 
are already full of books 
that seek to explain, 
examine and analyse her 
life. London-based 
journalist Shyam Bhatia's 
biography of the former 
Pakistani prime minister 
might just be a bit 
different from the others, 
simply because of the 
kind of access. His 
friendship with Bhutto, 
which began three 
decades ago when they 
first met as students at 
Oxford, gave Bhatia 
insights into her 
personal as well as 
political life. The result is 
a book which reveals 
Bhutto's at times 
ambiguous, but always 
highly charged 
relationship with her 
country, its people and 
its culture. 





BW Opinion 


Academic Xenophobia 


Students' 
choice of firms 
to do internship 
with is a 
function of the 
firms' 
efficiency in 
using the 
students so as 
to train them 





THE INDIAN INSTITUTE OF TECHNOLOGY, BOMBAY, 
is reported to have banned its students from 
serving their third-year internships with firms 
abroad. Ashok Misra, the director of the Insti- 
tute, who announced this decision, seemed to 
think that there was an information failure — 
that his students were unaware of the exciting 
things that were going on in Indian 
firms. Decisions of this sort do not 
get taken unless there is a motivating 
force. Professor Misra would not 
have reacted the way he did unless 
some Indian firms went and com- 
plained to him about the difficulty of 
attracting interns from his IIT. Be- 
fore he acted on such complaints, 
however, he should have asked him- 
self a few questions. 

To start with, there is the question 
whether there is any substance in 
such complaints. IIT students are a 
prized lot; there must be much com- 
petition for them. Many firms that 
try to attract them must be feeling 
that the students did not appreciate 
their strengths, or even that the stu- 
dents were prejudiced against them. 
Even if there were no substance in the allega- 
tion, there will always be some paranoid re- 
cruiters who refuse to recognise their own 
faults, and prefer to blame the students. 

It is even possible that most recruiters feel 
discriminated against. But representatives of 
Indian firms are more likely to complain. They 
may feel a sense of entitlement. After all, IIT 
Bombay is an Indian institution, its students 
are Indian, what could be more unfair than that 
these students should go to foreign firms for in- 
ternships? They should get down to building 
the nation instead of enriching foreigners. Not 
all Indians are xenophobes, perhaps xeno- 
phobes are a small minority. But some Indian 
firms obviously felt entitled to the students, 
whereas no foreign firm could conceivably feel 
so. At any rate, it could not put up a rational ar- 
gument, and so would not go to the director and 
plead its case in terms of entitlement. 

Supposing that there was some basis for the 
feeling of discrimination — that students really 
preferred internships with foreign firms — the 
question should be asked whether this matters. 
A high proportion of IIT students go abroad im- 
mediately after graduation. Some take jobs, but 


AMIT VERMA 


most go for postgraduate studies. No one in his 
senses would think that this is due to some prej- 
udice against India. Most IIT professors have 
done their postgraduate studies abroad; they 
know that conditions for such studies are better 
abroad. It is not a question of local versus for- 
eign, but of a handful of universities abroad 
against all other universities, Indian and for- 
eign. Great universities are built up by great 
teachers, good teachers tend to congregate, and 
congregations, once created, last for years and 
sometimes for generations. 

Though it not established, it is possible that 
as there are great universities, there are also 
great firms — firms that expose students to 
good people, ideas and techniques. It is not any 
foreign firm that is attracting interns. It is a 
handful of firms at the frontier of technology. 
And students do not choose to be interns with 
any firm. They have a grapevine which tells 
them which are the best firms to be intern with. 

So Professor Misra should, like a good scien- 
tist, have done some empirical reséarch. He 
should have worked out which foreign firms are 
best at attracting his students. And he should 
have asked the students they attracted what 
made those firms so attractive. There is no 
doubt that there are also great Indian firms. If 
they have been taking over foreign firms and 
turning them around, there must be something 
they do well. 

But the fact that they are better overall does 
not mean that they must also be good at treat- 
ing interns. For using interns requires special 
skills. Students can be difficult. They are used to 
bad teaching, to judging teachers, often harshly, 
and to bunking classes. If their interest is 
aroused, they can work very hard; but if it is not, 
they cut their losses and waste their time pleas- 
antly. They must be challenged by being set 
problems, but clearly not problems whose solu- 
tion would get a Nobel prize. 

So it is possible that some Indian firms lack 
the skills to make the best use of interns. It 
would be good if Professor Misra worked out 
whether this is so, and why. The answer to these 
questions would be of some importance to IIT. 
For its management must be interested in max- 
imising its students' potential; placing them in 
the best firms for internships, and teaching the 
firms how best to use them, are essential to 
maximising it. Perhaps Professor Misra should 
go back to the drawing board. 
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Delighting You Always 





Work is demanding. Therefore, you would never like 

your color 

Multi-Functional Device (MFD) to complain. Presenting the 
all new versatile range of Canon Color MFDs - one of the ; 
first integrated solution devices in this category. With i 
e-copy, an advanced program, it enables document 
distribution to all business software applications for your 
needs. On the product side, there are advanced features like 
Dual processor, Universal Send Function, UFR II Printing, just to name a few. 


Now, get complete integrated solutions 
from iRC - copy, scan, print and even send 
all your color documents at one go. 





So the next time, if someone has to jog his memory for naming his color MFD, 
you should know that he is using a Canon - the perfect solution partner for 
office documentation. 


dentsumarcom/canon/091/2008 
-——À ail... diae leacan AL o a ohh... Ai. . — 





i 
IRC 4580i iRC 3180i iRC 2880i IRC 5185i E 
iRC3380i, iRC5185, iRC5870i & iRC6870i (From 7ppm to 51ppm) 


**Canon won the Reader's Digest Trusted award in the MFD category in 2006, 2007 & 2008. 


Business CA be simple 


Call CANON: 1800 180 3366*/39010101" or visit www.canon.co.in Corporate Office : Canon India Pvt. Ltd., Second Floor, Tower A & B, Cyber Greens, DLF Phase-ll, Gurgaon -122 002 
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Riches 


by jehangir s. pocha, editor 


THE NEW LIST OF INDIAS NEW RICH 
reveals some old patterns. Most of 
the country’s latest billionaires are 
men from socially advantaged 
classes living in the five metros. Na- 
tional wealth patterns seem even 
more skewed if one considers India’s 
many ‘benami’ billionaires, who 
never make it to any public list. 

It was natural for wealth creation 
to have been the key goal of our per- 
sonal and national lives after the first 
flush of liberalisation. But with the 
national Gini coefficient rising from 
0.37 to 0.42, it is time wealth distri- 
bution and public goods headed 
India’s agenda. Most of the re- 
doubtable entrepreneurs in the new 
billionaires list would be the first to 
agree. Private citizens are increas- 
ingly seized with a passion for nation 
building, and spending large 
amounts of time and resources on 
public goods. New ideas for national 
development are also diffusing in 
the minds of a new breed of bureau- 
crats, business leaders, public intel- 
lectuals and the media. The wisdom 
of this needs no explanation; a na- 
tion of 400 million haves and 800 
million have-nots cannot progress. 
But a focus on wealth distribution 
must be underpinned by continued 
wealth creation. Hence, as we enter a 
new phase of development, it is 
essential to enact further reforms. 

Easing labour laws and reforming 





the bureaucracy should be the next 
government's main aims, despite the 
obvious hurdles. With the IT boom 
slowing, allowing greater integra- 
tion in financial services would drive 
growth by deepening and expanding 
the industry. Private participation in 
road, rail and other infrastructure 
projects would generate jobs and en- 
courage and ease economic activity. 

Lastly, rejigging energy policies 
and subsidies to progressively disin- 
centivise fossil fuels and encourage 
green technologies would also help 
rebalance our deficits and ecology, 
while building India Inc.'s compe- 
tence in sunrise industries. The ben- 
efits of these and other reforms, if 
also directed towards public goods, 
would ensure the list of new billion- 
aires in 2018 would look very differ- 
ent from this year’s. 
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Feedback 





mo iid. 


your comments 


The Right Medicine 


Your story on Ranbaxy (‘Selling Out, BW, 23 June 2008) 


Singh l has been the most authoritative, informative and, at the 


naig mgg 
grug "t ELA 
Rantaxy ic Daiichi 
Sankyo ihe 

SW RUE tory 





Bitter Pill 

Daiichi Sankyo’s deal with Ranbaxy reminds 
me of East India Company’s entry — the first 
step of British Rule in India (‘Selling Out, BW, 
23 June, 2008). But I hope the Indian pharma 
sector will remain in Indian hands and some 
Indian business house will re-buy the whole of 
Daiichi Sankyo. 


WRITE IN AT 


bweditor@abp.in 
or post us on 
www. businessworld.in 


M. Kumar, New Delhi 


Indian companies have lost out in pharma 
research. Ranbaxy was a strong contender in 
this field. Despite pressures on the patents 
front, it was among the strongest. A cashing 
out is good, but not in such a manner. 
Dharmendra Kumar Rai, New Delhi 


The billion-dollar question is what Malvinder 

Singh plans to do now after the sell-out. This 

step has opened gates for other firms, too. 
Prashant Rajput, New Delhi 





A Whole New 
Ball Game 


Lom: Amd 





same time, non-speculative. While other media reports 
speculated on Pfizer, et al, launching a hostile bid, your 
story puts a cap on these rumours. None of the so-called 
contenders would consider such a thing given the 
complexities involved in a hostile takeover. The pharma 
world is now clearly moving in two directions: Acquire or 
be acquired. There is no position in between. Also, there is 
bound to be a change in promoter mindset, and selling off 
for the right value proposition will no longer be a taboo. 
Kudos to you for covering the story and peppering them 
with the right quotes from the right sources. The icing on 
the cake was the interview with Malvinder-San. 


Ajit Kamath, CMD, Arch Pharmalabs 


Rising Concern 
Inflation really defeats progress in many other 
fronts, be it manufacturing or agriculture 
(‘Lags In Economic News, BW, 16 June 2008). 
To handle this type of crisis, the authorities 
should undertake a nationwide survey to study 
the overwhelming impact of inflation on the 
common man, and alter growth strategies to 
contain the price spiral. 

M. Faisal Panjetan, via e-mail 


Going Bearish 
For the past six months, there has been this 
sinking feeling that all is not well with India 
Inc. I have even sold off most of my 
shareholdings. Your article clarified this gloom 
to some extent (‘Sound The Siren’, BW, 16 June 
2008). None of the corporates are ready to 
admit that times have changed suddenly. 
Business dynamics have changed so fast that 
nobody could anticipate it. 

J. Merchant, Mumbai 


Playing Games 
IPL has taught a lesson to corporate honchos 
like Vijay Mallya and T.V. Reddy in choosing 
the right players (A Whole New Ball Game’, 
BW, 16 June 2008). Manoj Badle and Preity 
Zinta, however, not only kept their costs down, 
but got good returns as well. But the number 
of games in this format should be limited. 

Bal Govind, via e-mail 


Letters may have been edited for brevity. 
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What's in a name? 


Well pretty much everything. 


Karan Johar 
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The new super rich of 2008 
are from more diverse busi- 
nesses than those in 2006. 


46 Methodology 


How we arrived at the new rich list. 


50 Wealth Management 
What banks are doing to cater to the rich. 


54 Anand Jain 


Meet India’s richest new billionaire. 


56 G.V.K. Reddy 


Making it big in infrastructure. 


58 Rashesh Shah 


Rich returns on financing ventures. 


60 Bharat Daftary 


Man who turned Bharat Serums around. 


62 Arvind Rao 
Ringing in a fortune in mobile VAS. 





Jai Corps’ Anand Jain 


65 The Ranking 


The list of the 162 new billionaires. 


4l Ajay Seth 


An unlikely art dealer who struck it rich. 


74 Jai Singh 


His Hard Rock Cafes are quite a success. 


^O Manoj Upadhyay 


Innovative power solutions made him rich. 


52 Ashok Bansal 
A CA who got into the business of toys. 
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84 Anu Aga 


The poster woman of Indian business. 


86 Spending It 


The new rich may start spending more. 


OO New Dollar Billionaires 


Forbes has 34 Indians in its latest list. 


96 Non-Lister Billionaires 
Not all billionaires make it to the list. 


ON POINT 
10 Saudi’s Oil Trick 


By ramping up output, Saudi Arabia is 
trying to abate oil prices. 


18 FIANCHETTO 


Weekly strategic corporate moves. 


20 QUICK TAKE 


Are sovereign wealth funds undermining 
the global financial system? 


IN THE NEWS 


24 Generic Options 
Ranbaxy, Pfizer settle their Lipitor fight. 


26 International Law 


The impact of three new regulations. 


28 New Beginnings 


ABN Amros rebranding marks a new trend. 


SPECIAL REPORT 


&O The Story Unfolds 
The Mukesh-Anil Ambani fight over sale 
of RCom has more than meets the eye. 


IN DEPTH 
104: Inflation Tremors 


Stagflation is inevitable in the near future. 


108 Trane Roundtable 


How feasible are ‘green’ buildings? 


IN VOGUE | 
120 Blast From The Past 


The ‘comeback’ season for rock music is on. 





122 Your Wish Is Their Command 


Concierge services are becoming popular. 


124 Bookmark 


Accountability in a global era; and a novel 
on Zia-ul-Haqs death. 


GOLUMNS 
22, Ashok V. Desai 


Chasing ethanol at the cost of grains. 


36 Nayan Chanda 


The West's concerns about offshoring. 


106 Rajeev Dubey 


Demise of the pure-play generics business. 
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Ranjeev Dubey on the politics of control 
in legal battles. 


Nasscom President Som Mittal speaks to 
Sanjitha Rao Chaini on rural BPOQs in India. 
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OIL 


Playing It By The Ear 


Can Saudi 
Arabia help 
abate oil 
prices by 
increasing 


supply? 


UNDER CONTROL: 
Saudi Arabia is 
the world’s largest 
oil producer 








EARLY THIS WEEK, 
Saudi Arabia annou- 
nced that it would in- 
crease crude oil pro- 
duction by about 
500,000 barrels per 
day (bpd) from July, 
in the hope that the 
rising tide of oil prices 
would abate. Analysts 
think that the Mi- 
ddle-Eastern king- 
dom is getting very 
nervous about the po- 
litical backlash from 
across the world aga- 
inst higher fuel costs. 
Observers say that 
the sustained spike in 
oil prices occurred as 


JV ; 
RIVAL 


-e 
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Saudi Arabia's produ- 
ction declined by 
1 million bpd between 
2005 and 2007. Peak 
oil theorists suggest 
that Saudi oil supplies 
fell because the 
Ghawar field had 
gone into decline. 
Others, including 
James Hamilton of 
the University of Cali- 
fornia in San Diego — 
author of ‘Understan- 
ding Crude Oil Prices’ 
— believe that the 
Saudis lowered pro- 
duction because of 
low prices; higher 
production was not in 


alls 


HALALA 


alle HALALA 


VAI sae 
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their economic inter- 
est. But now, with 
high oil prices, they 
are seeking to boost 
production back up to 
meet the demands of 
oil-hungry emerging 
market economies. 

In oil-starved Asia, 
which accounts for 
half of Saudi Arabia's 
exports, there may be 
no takers for the addi- 
tional production. 
Refining margins for 
Middle-East bench- 
mark Dubai — simi- 
lar to Saudi flagship 
Arab Light — run in 
a complex plant in 
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Singapore rose above 
$9 a barrel, and have 
averaged more than 
$7 since March, 
according to Reuters. 
But margins on the 
same crude run ina 
simple refinery — of 
which there are still 
many in China, India 
and South-east Asia 
— have been negative 
for the past month 
and a half. 

Saudi Arabia is dis- 
covering that, some- 
times, too much of a 
good thing is not nec- 
essarily a good thing. 

Srikanth Srinivas 


trillion dollars. The size of the global entertainment and media industry by 2012, according to PwC 


AP 





TELECOMMUNICATIONS 


“It's up to the government to try to 


convince us to change our stand (on the nuclear deal)." 


Wake-up Call 


Handset 
makers 
question the 
government’s 
move on 
mobile ads 


READERS WOULD HAVE 
read reports of harm- 
ful effects of radiation 
from mobile phones. 
Now, the government 
has asked handset 
makers and service 
providers to avoid 
advertisements 
showing children and 
pregnant women 
using cellphones. 

In ‘For Whom The 
Bells Toll, 28 April 
2008, BW had highli- 
ghted the need for the 
government to take a 
proactive approach on 
this issue. 

However, the in- 
dustry is united in its 
opposition to the 
government's move. 
“No country in the 
world prescribes such 
restrictions on adver- 


Domestic airlines in India are planning to 
cut down on routes as fuel prices soar. 


Jet-fuel prices in India 
70 thousand rupees per kilolitre 
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Source: Indian Oil Corp. Bloomberg 
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tising,” fumes T.V. 





Telecom Equipment 


Ramachandran, Manufacturers’ 
director-general of Association. 
Cellular Operators’ To avoid radiation, 


Association of India. 
“There is no conclu- 
sive evidence,” says D. 
Shiv Kumar, manag- 
ing director of Nokia 
India, which has 65 
per cent market share 
in handsets in India. 


mobile users could 
switch to landline 
phones to make calls, 
divert mobile calls to 
landlines, and use the 
speaker or wired 
hands-free kit. 
However, till now, 


“The government there has been no 
should follow advice from the 
global standards to industry on preven- 


address the issue.” 
says N.K. Goyal, 
former president of 


tion or protection 
from radiation. 
M. Rajendran 


BLOOMBERG 





Japan woos China: 
The long-running 
spat between Ja- 
pan and China on 
gas fields in the 
East China Sea 
could be resolved 
soon. The two cou- 
ntries will soon 
jointly develop gas 
fields. “If we 
engage in debate 
forever, then the 
actual production 
and delivery will 
be delayed for- 
ever,” Japanese 
Prime Minister 
Yasuo Fuku said at 
the G8 summit in 
Tokyo on 17 June. 


LAND ACQUISITIONS — 


E OFFICL 


= 





. THE TAMIL NADU GOVERNMENT HAS 
. Said it will help Tata Steel ac- _ 

. quire 10,000 acres of land for 

. the company's titanium dioxide 

| project in Tuticorin. The project - 

. has been on the backburner for 

. nearly a year with Tatas unable to 

. acquire the land on their own. 

: Using government machinery i isa 






r and quicker way to 


| acquire land for a naach 
. project; but often the long-term 
Costs of this route outweigh the 
$ | ioeina easy gains. | 


When Tatas tried to acquire - 
prawn farming rights over the | 
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adici los Chita fie in PPS | 


through government legislation, 


there were protests from traditio- 


nal fishermen. Similar protests 
were seen at Singur i in West 
Bengal, where the state govern- 
ment acquired land for Tata 
Motor's Nano car plant. While 


Tatas’ Chilika project has been 


shelved, the Singur plant is 


pushing ahead. 


. An expedient, though expen- 
sive, route would be to privately 


. acquire non-agriculture land in 


the swathes of urbanised zones. 
. Gurbir Singh 
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TRUGE, 
AT LAST 


An Israeli soldier 
rests on top of a 
tank at an army 

base near the Israel- 
Gaza border, on 
17 June 2008. 
After months of 
devastating clashes, 

Israel and Pales- 

tine’s Hamas have 
reached a cease-fire 
agreement. Over the 
past year, seven 

Israelis and 400 

Palestinians were 

killed in the fight 

between Israel 
and Hamas. 


SPORTS 


OnPoint 


Short Notice 


Television 
viewers prefer 
Twenty20 

to other 
forms of 
cricket 


Reality 
Check 


THE NEW, TWENTY20 
format of cricket is ga- 
ining more popularity 
than the traditional 
50-over matches. The 
nail-biting, 1 June fi- 
nal of the inaugural 
Indian Premier Lea- 
gue played between 





the Rajasthan Royals 
and Chennai Super 
Kings clocked a te- 
levision rating (TVR 
— the percentage of 
TV watchers tuned 
into the target 
programme for a 
continuous period for 


at least one minute) of 


9.8. A few days later, 
the 50-over India- 
Pakistan match in the 
Asia Cup finals clo- 
cked a TVR of 2.64. 

A recent survey by 
Hansa Research using 
a sample size of 1,250 
consumers across 10 
cities revealed that 70 
per cent preferred the 
Twenty20 style of cri- 
cket to other forms. 
More than 10 per cent 
said they liked players 
from different coun- 
tries coming together 
to play. 

Gurbir Singh 
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Chinalco’s Appetite 


CHINA'S STATE-OWNED ALUMINIUM GIANT 
Chinalco may raise its stake in global 
miner Rio Tinto, Chinalco President and 
Chairman Xiao Yaqing was quoted as 
saying in Australian newspaper 
BusinessDaily. In February, the Chinese 
company partnered with US-based Alcoa 
to acquire a 12 per cent stake in Rio for 
$14 billion. The stake was widely seen as 
a move to stymie a hostile, $180-billion 
takeover offer from BHP Billiton for Rio. 


in 2007, China’s sulphur dioxide emissions fell 4.66 per cent. However, carbon dioxide 
emissions rose 8 per cent — as against the global increase of 24 per cent. 
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PRINTER ALSO DELIVERS 
EXCELLENT COLOR. 


The new HP Color LaserJet CP1215 and CP1515n Printers let 
you print black-only pages for the same cost^ as a HP black & 
white LaserJet. And that's not all, they deliver 22% richer, 
more vibrant colors plus impeccable color consistency from 
the first page to the last. Impress with color. Save with black & 
white. The next generation of HP Color LaserJets is here. 


YOUR NEW BLACK & WHITE 
| 
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HP Color LaserJet 
CP1215 Printer 


Rs. 17,299/- 
* Up to 12 ppm 


Free In-house Marketing e ASN ^ E 
* 264 MHz processor Starter Kit worth INR 15,000" 450 MHz processor 


* 16 MB device memory * 96 MB expandable to 
* ] year on-site warranty 352 MB RAM 

(MP s| For more information * | year onsite warranty 
Dial-a- °| SMS NEW to 57575 

|car Call 1800 4254 999 (toll free, from 

3030 4499 


Baan pede) or | MTNL/BSNL lines) or 3030 4499 P 
1800 4254999 | (from mobile, prefix your STD code) IY 

| (from nes) | * ^ 
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HP Color LaserJet 
CP1515n Printer 


Rs. 21,699/-' 


* Up to 12 ppm 














“Compared to HP LaserJet P1505 printer (single function) and Laserjet M1522 MFP/ M1120 MFP. Assuming customer is printing at least 30% of total pages in color with content similar to the cc 
19798 test suite (www.iso.org/jtc1/sc28) and overall average job length of three pages. Yields established using ISO/IEC test standards. Actual yields and costs vary considerably depending on image 
printed, number of color pages printed and other factors. “MRP. “Conditions apply. © 2008 Hewlett-Packard Development Company, L.P & 


IRON ORE 


POLITICALLY CORRECT - 


TO CONTROL INFLATION 
and to stop exports 
of raw materials wi- 
thout any value ad- 
dition, the Central 
government has im- 
posed an ad valorem 
duty on iron ore ex- 
ports ranging from 
5-15 per cent. This 
action was expected 
after the Karnataka 
elections results. 
While this would 
benefit the domestic 
steel industry — the 
domestic prices of 
iron ore will abate — 
iron ore firms believe 
the move is political, 
since 64 iron ore 
mines operate in the 


The latest re- 
shuffle leaves 
Ranbaxy as 
the only 
pharma stock 
in Sensex 





GOUTAM ROY 


Bellary mining trian- 
gle in Karnataka, 
and private mining 
firms control 80 per 
cent of the land 
under lease. 

Such a move be- 
fore elections would 
have had major 
repercussions on the 


MARKET ANALYSTS ARE 
bullish about the re- 
vival of the fortunes 
of India's pharmace- 
utical stocks, given 
that they have been 
largely stable in a hi- 
ghly volatile market, 
but the Bombay 
Stock Exchange has 
other ideas. 

In the latest reshu- 
ffle of its 30-stock 
Sensex, BSE will 








UPA government. — 
However, some ob- 
servers think this will - 
not control inflation — 
as mines in Karna- 
taka, Jharkhand and 


Orissa export mostly - . 


fines, which are not - 


used by steel mills. - 


M. pesi e 


STOCKMARKETS 


Making Sense 
Of The Sensex 


replace Cipla with 
Tata Power on 
28 July. Cement 

. major Ambuja 
Cements, too, gets 
replaced by Sterlite. 
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continue to be Relia- 
nce Industries, Info- 
sys Technologies 

and ICICI Bank, 
which had percentage 
weights of 15.7, 8.6 
and 8.4, respectively, 
on 17 June. 

The two incoming 
stocks in the Sensex, 
Sterlite and Tata 
Power, are already 
present in the 
competing bench- 
mark index of the 
National Stock 
Exchange, the 
50-stock Nifty. 

Cipla and Ambuja 
Cements are also 
present in Nifty, and 
one has to wait for 
the next review of 
Nifty by the NSE in 
the first week of July. 

Rajesh Gajra 


In November last 
year, Dr. Reddy's 
Laboratories was 
replaced with DLF. 
After Cipla’s exit, the 
only pharma stock 
left in the Sensex is 
Ranbaxy. Cipla and 
Ambuja Cements, 
the two outgoing 
stocks, weighed just 
1 per cent and 0.8 per 
cent in the index as 
on 17 June. 

Based on free-float 
market capitalisation, 
the Sensex's heavy- 

* weights are likely to 
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| The number of times by which China increased its foreign acquisitions from 2002 to 2007 
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the Hawker 4000 
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Fianchetto The week's strategic moves and the movers who made the 


at the companys Western Expressway Anil's Hollywood 

annual general JV, at Santacruz in foray 

meeting on 12 June. Mumbai. Lehman Anil Ambani-owned 
will acquire a 50 per Reliance ADAG will 


S&W gets a boost 
Global investment 
banker Goldman 
Sachs has acquired a 


ject for $175 


cent stake in the pro- 
million. 
The project involves a 
total development of 


soon sign a $600- 
million deal with 
Hollywood director 
Steven Spielberg and 


minority stake in 18 million sq. ft and David Geffen, co- " 
Sterling and Wilson is estimated to cost founders of Dream- € 
(S&W), a part of the Rs 26,000 crore. works SKG, which is 2 


Mumbai-based cons- 


Unitech is seeking 


set to depart from 








Global aspirations truction firm Shapo- $300 million this Viacom Inc.s Para- JSW's secret 
Mumbai-based Relia- —orji Pallonji Group, year from private mount Pictures later partner 

nce Industries (RIL) for $50 million. The equity funds for the this year. While this Sajjan Jindal-led 
plans to commission investment will help construction of hotels will mark Ambanis JSW Steel has for- 


a 900,000-tonne 
polypropylene facility 
at its flagship Jamna- 
gar site in Gujarat. 
This will catapult 
RIL from being Asia's 
largest producer of 
polypropylene to the 
world's third-largest. 
RIL will also commi- 
ssion a 580,000 barr- 
els per day oil refin- 
ery at Jamnagar this 
year, RIL Chairman 






S&W accelerate its . 
growth plans both lo- 
cally and overseas. 


Unitech's appetite 
for growth 
Gurgaon-based real 
estate firm Unitech 
has joined hands 
with Lehman Broth- 
ers Real Estate to 
develop its 1-million 
sq. ft project, develo- 
ped by Unitech and 


SANJIT KUNDU 


and shopping malls, 
said Managing Direc- 
tor Sanjay Chandra. 





V. 
ap 


foray to Hollywood, it 
will give Spielberg 
the cash to finance 
his new company. 
DreamWorks, 
which makes live- 
action films including 
last vear's Blades 
of Glory and 
Dreamgirls in 2006, 
will also seek $500 
million in debt. The 
new venture is slated 
to make at least six 














med a joint venture 
with a UK-based firm 
to set up a 175,000- 
tonne steel plant in 
Georgia. This is in 
line with the com- 
pany' target to enha- 
nce capacity four 
times to 32mpta by 
2020. The plant 
would be commis- 
sioned this fiscal. 
JSW, however, has 
not disclosed the 














Mukesh Ambani said its local partner, films a year. name of its partner. 
DEALTRACKER o Toana o 
BW-THOMSON REUTERS M&A TRACKER d 

0 200 400 600 800 1,000 1,200 

JUNE The Asian M&A market saw 3,188 deals worth $167.80 billion BRE: China 
as on 16 June 2008. China emerged as the largest market in the region with | 

1,139 deals worth $45.94 billion. 393 Hong Kong 

Top Indian deals india 
TARGET ACQUIRER ACQUIRER DEAL SIZE 
NATION NATION (SM) 
South Korea 

Ranbaxy Laboratories India Daiichi Sankyo Co. Japan 4,600.00 

Vikram Ispat India ^ Welspun Power & Steel ^ India 240.46 

Virgin Radio Holdings UK TIML Golden Square UK 120.96 

PVR Pictures India investor Group India 28.04 

Openbit Oy Finland Tanla Solutions India 18.60 

Parag Milk & Milk Products India ^ India Business India 14.05 

Excellence Fund No. of deals 
hofmann Ceramic Germany Monocon Intl UK 10.82 Bl Deal value 
j Refractories 

Dhandapani Finance-Assets India Zwirn Pragati Capfin India 9.71 

Blue Green Constructions & ` India ` Cash & Carry Wholesale — India 0.42 

Investments Traders ' Sek Gta a $» s 4 4 

Citi Port Financial Services India Goldenvalley Holdings India 0.27 Deal value in $billion 
Figures for 1-14 June 2008 Figures for 1 January-16 June 2008 
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Yahoo! moves on 
California-based 
Yahoo! has signed a 
10-year advertising 
tie-up with Google. 
This comes immedia- 
tely after Yahoo tur- 
ned down Microsoft's 
renewed offer to buy 
its search business for 
$35 a share. Earlier, 
Microsoft had offered 
to buy Yahoo! for $33 
a share, but withdrew 
when Yahoo! said it 
was worth more. “It’s 
time to move on," 
said Yahoo!'s CEO 
Jerry Yang. 
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Lupin wants to 
de-stress the US 
Lupin Pharmaceuti- 
cals, the US subsidi- 
ary of Mumbai-based 
Lupin, has received 
the approval for its 
new anti-depressant 
drug, Escitalopram 
Oxalate, from US 
Food and Drug Ad- 
ministration. 

"It will strengthen 
our DTM generics 
product basket and 
will have a measu- 
rable impact on the 
US healthcare sys- 
tem, said Kamal 
Sharma, managing 
director of Lupin. 


Mittal eyes 

North America 

The world’s largest 
steel producer Arce- 
lorMittal has signed 
an agreement to 
acquire US-based 
Bayou Steel, producer 
of structural steel 








ES. No. of deals 
M 0 2 4 6 8 
Nomura 
f JP Morgan 
Ke 
e Goldman Sachs & Co. 
3 B RBS No. of deals 
Bi 212 | Bl Deal value 
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E m Morgan Stanley : 
us € 
z^ 2.64 
B o 1 2 3 4 5 





V. Deal value in $billion 
— Figures for 1 January-18 June 2008 
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items, for $475 mill- 
ion. This acquisition 
will strengthen the 
Laxmi Mittal-owned 
company’s position in 
North America. The 
transaction, however, 
is subject to regula- 
tory approval, the 
company said in a 
statement. 


Bupa makes 
Sydney its home 
The international 
arm of the British 
health insurer Bupa, 
which recently acqui- 
red Australias MBF 





hina Netcom Group (HK) 
-. Corp. 

E Lung Bank 
Ranbaxy Laboratories 


B - - Overseas Chinese Town- - 


Assets 

~ China Unicom Ltd-CDMA 
> Telecom 

Indosat 

— CITIC Intl Finl Hidg - 


a _ Siero Essex Inc. 


- CITIC Inti Finl Hldg 
- China Jin Mao (Group) Co. 


- 3 feret 1-14 June 2008 


Hong Kong China Unicom 


Hong Kong China Merchants Bank Co. 


for $2.25 billion, has 
bifurcated its inter- 
national operations 
into European and 
Asia-Pacific units. 
Sydney will be its 
Asia-Pacific head- 
quarters. 

The new headquar- 
ters will support 
Bupas growing ope- 
rations in Australia, 
Hong Kong and 
Thailand, and future 
operations in India 
and China — where it 
will enter soon. 

Bupas newly- 
appointed managing 
director for Asia- 
Pacific, Dean Holden, 
will spearhead the 
companys future 
expansion plans — 
including those of 
entering India. 


Tatas' power plan 
Mumbai-based Tata 
Steel and its wholly- 
owned subsidiary, 


m Asian deals 





India Daiichi Sankyo Co. 
China Shenzhen Üverseas 
Chinese Town 
China China Telecom Corp. 


Indonesia “Otel | 


Hong Kong. BBVA SA - 


US LS Cable 
Hong Kong CITIC Group 
China Franshion Ppty (China) 
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Rawmet Ferrous In- 
dustries, have joined 
hands with Jasper 
Industries to set up a 
coal-based power 
plant in Orissa. 

Tatas will hold 26 
per cent in the proj- 
ect, while Japser In- 
dustries will hold 74 
per cent. Jasper In- 
dustries is an author- 
ised dealer of comm- 
ercial vehicles manu- 
factured by Tata Mo- 
tors, a sister concern 
of Tata Steel, led by 
Managing Director 
B. Muthuraman. 
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NATION 


Hong Kong 7,784.96 
China 4,656.72 .— 
Japan 4800.00 —— 
China 210457 — 
China 182336 
Qatar 180000 — 
Spain 123514 — 
South Korea — 1,183.04 
China 71614 — 
Hong Kong 737.46 " 
ee 





Quick Take 


Are sovereign wealth funds undermining 
the global financial system? 





We asked... Amit Azad, director, Azad Financial Services, Rahul Aggarwal, CEO, Optima Insurance Brokers, 
Kishor Oswal, director, CNI Research, Ashish Kapur, CEO, Invest Shoppe India, Ani! Singhvi, CEO and MD, iCAN 
Investment Advisors, Sandeep Shenoy, strategist, Pinc Research, R. Venkataraman, executive director and co-promoter, 
India Infoline, Samir Bali, partner, Ernst & Young, and Tarun Kataria, chairman, HSBC Securities 





$5 SWFs can destabilise financial $$ Impact on the global financial ^ *' We need global standards for 


markets if they are motivated by system has been negligible because corporate governance, transparency 
political considerations. «^ @ SWF take a long-term view. « $ and accountability for SWFs. $ 3 
Ashish Kapur, CEO, R. Venkataraman, executive Samir Bali, partner, 
Invest Shoppe India director, India Infoline Ernst and Young 


YES BEGAUSE: Sovereign Wealth Funds or SWFs have grown in size and number in recent 
times. Together, they manage assets anywhere between $3-5 trillion. Even individually, SWFs can be a 
destabilising force in impoverished African or Asian countries. This is especially true if they are driven 
more by their home country's political and strategic objectives. Furthermore, the quality of capital and 
corporate governance at SWFs creates serious cause for concern. SWFs often look at transparency 
differently to, say, pension funds. One suggestion to mitigating these risks could be to create a global 
standard for SWF operations, and setting clear requirements for accountability and transparency. An 
annual report that discloses each fund's motives and main holdings would be helpful in easing concerns. 


NO BECAUSE: SWFs generally consider only long-term investments in a region or a country. 
They bring all the benefits normally associated with foreign investment such as stimulating business 
activity and creating more jobs. Thus, they are a force for development in poor countries. Increasingly, 
they have also given many developing economies a voice in the global financial system. Most importantly 
though, SWFs were the ones that bailed out large Western banks during the recent subprime crisis. By 
doing this, they also bailed out depositors, lenders and governments across the world. Many experts 
argue that it is, in fact, hedge funds that are undermining the global financial system as they play for 
short-term returns of 10-20 per cent. So, it is hedge funds, not SWFs, that need regulating the most. 


MAYBE BECAUSE: SWFs are a double-edged sword. Recently, they bailed out the global 


financial system, but they could well undermine the national sovereignty of the countries they invest in. 
A classic example would be if a Chinese or Pakistani sovereign fund invested in Indian equities. 
However, because oil money and trade deficits continue to grow, SWFs are here to stay. Since they 
generally take a long term view, SWFs are certainly preferable to short-term looking hedge funds that 
arguably pose a greater threat to the global financial system. Thus, risks such as lack of trans-parency in 
objectives and operations in SWFs may be balanced with a global regulatory framework under which they 
can operate with more accountability. But these must be created while their number is still quite small. 
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Food Supply 
and Ethanol 


by ashok v. desai 


THE RECENT RISE IN INFLATION HAS A CONSID- 
erable contribution from agricultural prices. 
There was a time when India was always on 
the verge of starvation. But the agricultural 
supply situation has been so benign for some 
years that people in India had stopped think- 
ing of it. While we were looking away, some- 
thing happened that brought inflation back. 

The world produces about 2.3 trillion tons 
of cereals a year — ten times India’s output. 
Only China and the US produce more; each $ 
accounts for about a sixth of global output. 
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average stock will be a quarter of output. 
That is roughly the level of world stocks. In- 
dia has two roughly equal harvests a year, 
kharif and rabi. China takes three crops in its 
fertile valleys. All countries are not climati- 
cally so lucky, and most do not need to pro- 
duce so much. So most areas take one crop a 
year. But trade moves output quickly into co- 
nsumption in most areas, so global stocks 
are only about a quarter of production. But 
this ratio fell below 20 per cent in 2007, and 
moving towards 15 per cent now. Low stocks 
are the primary reason ofthe rising prices. 
Why did stocks fall so low? The fall may be 
related to more efficient futures markets. Fu- 
tures primarily insure producers against 
price uncertainty. But they also insure buy- 
ers. Instead of holding physical stocks, buy- 
ers can buy a put option. Such innovations 
may have led people to hold smaller invento- 
ries, and made world prices less stable. 
Production of biofuels is suspected of hav- 
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The world is not a single market; many not make 60 million kilolitres, or 50 million tons; 
countries restrict trade in food. Both China much world crude oil output is 4.2 billion tons. So 
and India do it. Since their farmers cannot ; ethanol output is just above 1 per cent of oil 
be sure that their governments will let them difference to output. Some 8 per cent of crude is lost in re- 
export, they do not produce to export; so liquid fuel fining; and perhaps 10 per cent of refinery 
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ernment’s policies of banning exports sud- difference to global output of ethanol would require 260 
denly and unpredictably created too much grain output million acres, or 100 million hectares. India’s 


uncertainty about producers being allowed 
to export, so they turned to other things, and 
the export surplus withered away. India con- 
tinues to be an intermittent exporter, however. Russia, 
Bangladesh and Mexico are also major cereal producers 
which do not export in most years. France and Spain are ma- 
jor European producers but export mostly within the Euro- 
pean Union. The EU has could produce more, but its costs 
are so high that it is uncompetitive in the world market. 

The US is the only major producer which is also a consis- 
tent exporter. So are a number of smaller countries which 
specialize in exports — Argentina, Australia, Brazil and Can- 
ada in wheat, and Thailand and Vietnam in rice. The output 
of frequent exporters — Argentina, Australia, Canada, EU, 
India, Pakistan, Thailand and USA — comes to about 1 tril- 
lion tons, less than a half of the world’s production. 

If a food crop comes in once a year, it will be stocked and 
consumed over the year; the average stock over the year, ex- 
cluding any that might be held for speculation, will be a half 
of consumption. If a harvest comes in every six months, the 


gross cultivated area is 190 million hectares; 
so the world over, area equal to roughly half 
of India's area under cultivation must have 
been diverted to ethanol production — probably less be- 
cause yields in India are so much below the world average. 
World area under grains is about 700 million hectares. So 
if land were specially devoted to ethanol production, it 
would require about a seventh of the land under cereals. At 
least a half of it is produced as a byproduct of sugar. But a 
good deal of the ethanol output of the US, which is about a 
half of the world output, is made from maize. So it is possible 
that perhaps 50 million hectares have been diverted from 
production of food crops. This does not mean that if ethanol 
had not been used as fuel, more cereals would have been pro- 
duced. But if it had not, US grain exports would have been 
larger, and grain prices lower. In this sense, the entry of fuel 
ethanol has contributed to the high food prices. 





The author is Consultant Editor of Businessworld. 
ashok.desai (à gmail.com 
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HIGH VALUE: 

The settlement means 
an additional revenue 
of $13.50 billion 

for Pfizer 


What's 
behind the 
Ranbaxy- 
Pfizer 
deal on 
Lipitor? 


by Noemie Bisserhe 


AFTER OVER FIVE YEARS OF LEGAL BATTLE IN THE 
US, New Delhi-based Ranbaxy Laboratories — 
which is set to become a subsidiary of Japan's 
Daiichi Sankyo — has settled out-of-court its 
patent litigation cases with Pfizer involving 
Lipitor, the world's largest-selling drug. *This 
comprehensively settles outstanding issues 
between Ranbaxy and Pfizer, bringing to 
closure a number of ongoing patent disputes," 
said Ranbaxy's CEO and Managing Director 
Malvinder Singh in a communiqué. The 
litigation between Pfizer and Ranbaxy will, 
however, continue in five European countries — 
Finland, Spain, Portugal, Denmark and 
Romania. But what makes the settlement stand 
out is a peculiar quid pro quo in the deal that 
has gone unnoticed. 

Ranbaxy's gain from the deal is a ‘certainty’ 
that it will get 180-day exclusivity (worth over a 
billion dollars) starting 30 November 2011. 
Pfizer won't launch an authorised generic in the 
market, which would have hurt Ranbaxy's mar- 
gins. Ranbaxy will also be allowed to start sell- 
ing copies of Caduet, a pill that combines Lipi- 
tor and Pfizer's off-patent blood pressure drug 
Norvasc, in November 2011. Revenues from 
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this product may, however, be limited — Caduet 
reported sales of just $147 million worldwide in 
the first quarter of 2008. If it hadn't settled, it 
may have got all of this, or nothing, depending 
on the outcome of its legal battle. 

However, in return, Ranbaxy has had to 
concede an additional 20 months of free run to 
Lipitor in the market. If Ranbaxy had won the 
cases, it could have launched the generic ver- 
sion of Atorvastatin (Lipitor) in March 2010, 
while the agreement allows it to launch the 
generic only in November 2011. In value terms, 
that amounts to an additional $13.50 billion of 
revenues to Pfizer. 

The agreement covers the basic compound 
patent, which expires in the US on 24 March 
2010 and the enantiomer patent — patent on a 
particular form of the Lipitor molecule — 
which lasts until 24 June 2011. Two more 
patents expire in 2015 and 2017, but analysts 
expected those could not have kept a Ranbaxy 
generic of Lipitor off the market. 

According to analysts' estimates, in the 180- 
day exclusivity alone, Ranbaxy could rake in up 
to $1.20 billion from sales of its generic version 
of Lipitor in the US, translating into a net gain 
of $780 million. This would, in turn, result in an 
additional earning of Rs 89.90 per Rs 5 share. 
"This is a very positive deal for Ranbaxy as it 
considerably increases earnings visibility; said 
a Mumbai-based senior analyst, who wished 
not to be named. According to IMS Health, the 
world's largest aggregator of prescription data, 
Lipitor — chemically known as atorvastatin — 
recorded sales of $13.50 billion in 2007 glob- 
ally, with $8.10 billion in the US alone. 

In August 2006, the US Court of Appeals had 
held Lipitors basic patent valid, but ruled 
in favour of Ranbaxy on the enantiomer patent. 
Ranbaxy could, therefore, have launched its 
generic version of Lipitor as early as March 
2010. However, had the company launched 
its copy in 2010, it would have done so at the 
risk of facing new legal hurdles ahead, accord- 
ing to analysts. 

After the Court of Appeals overturned 
Lipitor's enantiomer patent, Pfizer had taken 
the case back to the US Patent Office, which in 
turn had argued that if Pfizer were to make 
some technical modification to the patent, it 
could still be upheld. *This meant that the case 
could have started all over again,” sources said. 

Sadly, the Ranbaxy-Pfizer settlement is bad 
news for cardiac patients (Lipitor is a 
cholesterol-reducing drug) in the US, who will 
have to wait until November 2011 before they 
can buy a cheaper generic version. 
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regulatory 
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shake in- 
ternational 
markets 


PLAYING SAFE: New 
EU laws require chemi- 
cal firms to prove their 

products are safe before 
they hit the market 
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by Rajesh Gajra 


THREE MAJOR REGULATORY MOVES HAVE RUFFLED 
feathers in three international markets: energy, 
chemicals and information technology. The bi- 
ggest impact comes from the European Union's 
(EU) new laws on chemicals requiring industry 
to establish that a chemical is safe before put- 
ting it for use commercially. They also ask for 
full transparency by mandating companies to 
put data on the chemical they intend to sell in 
EU on the internet. The new EU standards will 
apply in a phased manner over a couple of years. 

The EU retains the right to take out a chemi- 
cal from the market if the risks from its usage 
are proven to be high. Its move is likely to im- 
pact global chemical and petrochemical com- 
panies who sell chemical-laced products to Eu- 
ropean consumers. "There is neither a chemical 
registry in India nor any regulations; anyone 
can come here and sell any chemical," says 
Chandra Bhushan, associate director at Centre 
for Science and Environment in New Delhi. 
"But the new EU standards will subject Indian 
companies exporting chemicals and petroche- 
micals (whose pollution impact is borne here) 
to much-needed transparency.” 

American companies are already protesting 
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the EU move. In a letter to The Washington 
Post, the president of Washington-based Syn- 
thetic Organic Chemical Manufacturers' Asso- 
ciation wrote that the EU “requires expensive 
tests on every chemical regardless of how much 
a chemical is used". 

But even in the US, there are calls for more 
checks on the chemical industry. A New Jersey 
senator introduced a proposal in the US Congr- 
ess requiring government monitoring of indus- 
trial chemicals in newborns' umbilical cord 
blood and deciding on restricting or banning 
the harmful ones. 

The US government is currently more wor- 
ried about the impact of 20-40 per cent rise in 
gasoline prices on Americans in recent months. 
The country's Commodity Futures Trading Co- 
mmission is forcing the IntercontinentalExcha- 
nge Europe (ICE Europe) to impose position 
limits on the futures contracts on West Texas 
Intermediate (WTI) Light Sweet Crude Oil. 
This crude is processed by US refineries and 
sold to American fuel-guzzlers. 

This follows fears of heavy speculation in fu- 
tures trading, causing the WTI crude prices to 
rise sharply. But trading volume figures in mon- 
thly ICE WTI crude futures do not bear out this 
assumption. From the beginning of this year to 
18 June, the daily volume has largely ranged be- 
tween 150 million barrels per day (mbpd) and 
350 mbpd. The trading, in fact, has been higher 
in the ICE Brent Crude futures contract, which 
has seen daily volume go as high as 500 mbpd 
in the past two months. Brent crude is largely 
processed in north-west European refineries 
and sold to European countries. 

"Only if a futures trader has physical stock of 
crude can he drive up the prices," says Madan 
Sabnavis, economist at National Commodity 
Derivatives Exchange of India. *Limited supply 
from OPEC and the depreciating dollar are the 
two main causes for the oil price rise.” 

The third major regulatory move involves In- 
tel’s heavy manoeuvring of computer manufac- 
turers to only install Intel processors in their 
computers and notebooks. The Federal Trade 
Commission in the US has opened a formal in- 
vestigation into Intel's marketing for indulging 
in anti-trust, violating sales incentives that 
forced companies to avoid putting the proces- 
sors of Intel's competitor, AMD. 

Before the US move, the South Korean Korea 
Fair Trade Commission had, in early June, al- 
ready gone a step further and fined Intel $25 
million for offering rebates to Korean computer 
companies to undercut AMD. Intel intends to 
appeal against the fine, of course. 
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The ABN 
Amro-RBS 
merger 
marks 

a new 
paradigm 


REGIME CHANGE: 
The merged 

entity will 

have a unique 
reporting structure 


by Raghu Mohan 


A NEW REGIME IS BEING PUT IN PLACE AT ABN AMRO 
Bank (India), now that it has become part ofthe 
Royal Bank of Scotland (RBS). It will have five 
business verticals: global banking and markets 
(GBM), consumer bank (CB), mid-markets 
(MM), wealth management (WM) and transac- 
tion banking (TB). RBS, in conjunction with 
Fortis Bank and Banco Santander, acquired 
ABN Amro Bank in 2007. 

The new business heads at the bank are Ma- 
dan Menon (GBM), Puneet Bahl (CB), Sutapa 
Banerjee and Paul Davies (WM) and Rohit 
Sawhney (TB). It will soon announce a head for 
its mid-market business. “The new structure fo- 
llows the takeover by RBS,” says Meera Sanyal, 
country executive for ABN Amro, even as she 
scotches rumours of the bank being split into 
separate verticals with independent business 
heads in India not reporting into a corner office. 
“I am the head of the bank in India,” she says. “I 
have replaced Mr [Romesh ] Sobti.” 

Sobti was the head of the Dutch bank in India 
for over a decade — the longest serving head of 
a foreign bank in India till he quit in late 2007 
to head the Hinduja-promoted IndusInd Bank. 
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In an interview with an Indian financial daily 
in December 2007, Sanyal was queried on the 
reporting structure of the bank ahead of its 
takeover by RBS. She had said: “We have not 
come to any decision on that yet. I am on the 
services management team and we are 
discussing what is best from the perspective of 
both RBS and ABN Amro. It might be a 
structure that is something totally unique for 
the new entity.” 

Since RBS has never been in India, dealing 
with client integration is not an issue. In most 
cases of global bank mergers, human resources 
issues and concerns are important. But since 
most of these issues tend to be non-balance 
sheet specific in the beginning, it is not unusual 
for banks to delay announcements till the mer- 
ger is complete. Also, it gives the new dispensa- 
tion an opportunity to pit two teams against 
each other in a sort of competition. But in this 
case, that's not on the cards either. 

The bank — now in the middle of the re- 
branding process — intends to complete it by 
December 2008. “We will do it in phases,” says 
Sanyal. "We are already sensitising our cus- 
tomers to the upcoming change. Saatchi & 
Saatchi is advising us on it.” The WM business is 
to be called RBS Couttes. The mutual fund arm 
has been acquired by Fortis. 

The re-branding of ABN Amro Bank as RBS 
will also mark a first: that of a new foreign bank 
making a mark in India through this route. All 
past re-brands have been by established play- 
ers. ANZ Grindlays Bank became StanChart 
Grindlays after its acquisition by Standard 
Chartered Bank in 2000, but it was only for a 
brief period. Then there's the case of Bank of 
America (BankAm). It sold its local retail book 
to ABN Amro Bank in 1998 — Sanyal oversaw 
the integration of BankAm’s retail operations 
with the financial powerhouse from the land of 
tulips — after being gobbled up by Nations- 
bank, but retained its corporate identity. Like- 
wise, Hongkong and Shanghai Banking Corpo- 
ration changed to HSBC. The only instance of 
an outright re-branding by an Indian bank is 
that ofthe erstwhile UTI Bank into Axis Bank. 

ABN Amro Banks Indian operations posted 
a 59 per cent rise in net profit to Rs 385.35 crore 
for the year end-March 2007, up from 
Rs 241.68 crore a year earlier. Advances for the 
period were up by 21 per cent at Rs 18,387.55 
crore (from Rs 15,073.22 crore in March 2006) 
with deposits moving up by 34.85 per cent to Rs 
15,998.30 crore (Rs 11,863.77 crore). Results 
for 2007-08 have not yet been released, but will 
be watched closely after of the merger. 
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HREE YEARS AFTER MUKESH AND 
Anil Ambani divided up the giant 
cake their father, Dhirubhai, had 
baked, the brothers continue to 
grapple with cleaning up the 
pieces and crumbs that fell apart 
in the process. 

Their newest conflict was ignited by Anil’s 
decision to reverse-merge India’s second-lar- 
gest mobile operator, the $4.7-billion Reliance 
Communications (RCom), with South Africa’s 
$9.7-billion mobile phone operator MTN. The 
dispute underlines how the enduring hostility 
between them needs to be resolved or at least 
controlled to the point where it does not affect 
shareholders. While the brothers have sparred 
before, hopefully this time the stakes are high 
enough to push both towards settling their is- 
sues permanently. But that blood is thicker than 
water also has its disadvantages, and the emo- 
tional underpinnings of the brothers’ disputes 
might outweigh rationality, investors fear. 

The current dispute began just as the Anil 
Dhirubhai Ambani Group (ADAG) had just 
embarked on a landmark $70-billion deal with 
MTN. Mukesh Ambani’s Reliance Industries 
(RIL) wrote a letter to both parties saying the 
deal could not be carried out as it, RIL, had the 
Right of First Refusal (RoFR) on RCom shares 
as per the non-compete agreement the brothers 
had signed in January 2006. 

In Delhi, a source close to ADAG says he can't 
understand why RIL is trying to block the 
RCom-MTN deal. “The brothers have separa- 
ted. So, why are they not letting us run our busi- 
nesses peacefully? It seems very unfair" The un- 
fair principle has widely been presented in the 
media, where it has usually been supported 
with quotes from a Bombay High Court ruling 
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that called another deal between the brothers — 
their agreement on gas supplies between RIL 
and ADAG's power companies — was “unfair 
and unjust”. 

In Mumbai, a source close to RIL rejected 
this view. “ADAG is suddenly saying the non- 
compete agreement with RIL is invalid. But un- 
til now, they had never legally challenged these 
agreements and, in fact, they were the ones who 
have invoked these same agreements against us 
at least 30-40 times." ADAG has invoked an 
RoFR in its dispute with RIL over the first right 
over gas from the Krishna-Godavari basin. It 
has also invoked the non-compete agreement to 
press for several other claims from RIL. 

The RIL side also says it has a fiduciary res- 
ponsibility to its shareholders to pursue the 
RoFR for RCom, not least because RIL is itself 
restricting its growth because ofthe agreements 
between the brothers. For example, a source 
close to the company says, “We just asked the 
government for permission to get city gas distri- 
bution licences in 50-odd cities. But we did not 
ask for this in the two biggest cities, Mumbai 
and Delhi, because it would violate the non- 
compete agreement.” 

The RIL source also says the RCom-MTN 
deal is the first time RIL has invoked the agree- 
ment. “Now suddenly it’s unfair,” he says. “It’s 
like they want all their rights under the agree- 
ments but none of the obligations. Also, please 
remember, how can the agreement be unfair if 
it cuts both ways? Even we have to give ADAG 
RoFR, if we sell any of our businesses.” 

Even if the non-compete agreement between 
the groups does grant an RoFR to both parties, 
sources close to ADAG say it can’t apply to the 
RCom-MTN deal for two reasons — RCom is 
not selling out to MTN, it is merely swapping 
stock with the company. Also, the ADAG source 
says, both the Attorney General and several 
Supreme Court judgements have held the 
RoFR agreements to be invalid, something the 
former made clear when Sterlite Industries was 
buying the public sector company Balco. 

The RIL source rejects this view, saying it is 
like comparing apples to oranges. He insists 
that if “MTN pursues the deal, it would be in 
breach of law. We'll invoke all our rights". 

Additionally, RCom’s belief is that the RoFR 
clause in itself is invalid, since it was signed for 
both RIL and ADAG by two RIL executives — 
L.V. Merchant for RIL and Sandeep Tandon for 
RCom — on 11 June 2006. RComs articles of 
association also did not incorporate the clauses 
related to the RoFR, but RIL raised no objec- 
tion on the matter then. Delhi-based corporate 
lawyer S. Ramaswamy says, “An agreement re- 
duced in writing is valid and subsisting if it has 
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* The MTN dispute refle- 
cts the deep-seated 
animosity between 
the two brothers 


€ The fate of the 
$70-billion deal is now 
likely to be decided by 
the Indian courts 
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won't only defend them but will also 
consider our options for such a mali- 
cious action.” RIL’s objection has 
thrown the MTN deal wide open for ~ 
both sides. If RIL can prove its RoFR 
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gone through an established process of law.” 
ADAGS's contention that the process followed in 
signing the agreements was flawed will be de- 
cided by the courts, but Ramaswamy says if ei- 
ther group wanted to oppose the agreement it 
should have done so “within a reasonable time". 

This, the RIL source said, has not happened 
as ADAG has never challenged the agreement 
in court, even though it did send a letter to RIL 
the day after the agreement was written protes- 
ting the procedure followed and saying "certain 
inclusions and exclusions were not in line with 
the family settlement". 

Further, the RIL source says, the process for 
the agreement had to be what it was because 
RCom was demerged from RIL. "In this process 
it is always the parent company that has the 
obligation to create the terms of separation 
because the children (the companies created af- 
ter the demerger) don't exist." 


vw he issue also raises several complicated 
; aspects of company law. First, is a reverse 

d merger tantamount to a sale, as RIL con- 
tends. Also, even if the brothers agree to a sys- 
tem of RoFR between themselves, how would 
this bind or limit their companies and other 
independent shareholders, whose interests are 
separate from the brothers. This is as yet un- 
clear and the matter could only be resolved by 
the courts. 

This week, as MTN had its annual general 
meeting, ADAG upped the ante by calling RIL's 
desire to press for RoFR "criminal", something 
people close to RIL say is absurd. A statement 
from RIL says, "There is no criminality attached 
to the...agreement dated 12 January 2006. If 
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ously named Reliance Infocomm) 

with father Dhirubhai Ambani and 
then executed its national roll-out with confi- 
dante Manoj Modi. The company, the RIL 
source says, only went to Anil during the broth- 
ers’ split because Mukesh wanted to avoid spli- 
tting RIL. “We built the company,’ the source 
said, “and we believe in the business.” The 
ADAG side disputes this, saying Reliance's foray 
into telecom was started by Anil in 1994, when 
he acquired GSM licences in seven circles. 

There is also no doubt RIL is discomforted by 
what it sees as the sale of RCom to a foreign 
company. “We never sell businesses; we build 
them,” the source close to RIL says. “This is a 
sell-out. Even Bharti Airtel refused a similar 
deal with MTN because it did not want to be- 
come a subsidiary of a foreign company.” 

But ADAG, which denies RCom is being sold 
in the strictest sense of the word, says RCom's 
true value will be unlocked with MTN. Other | 
than the state-owned Chinese telcos, the MTN- | 
RCom combine would be the world’s second 
largest private telecom firm behind Vodafone. 

The combined entity, though, would have to 
watch out for MTN's extravagant ways. A senior 
executive in International Finance Corporation 
(IFC) the private sector arm of the World Bank 
Group, which has over $100 million investment 
in MTN's Nigeria operations, told BW, “The 
average revenue per user in some of the African 
countries where it operates ranges between $30 
and $40. Hence, the group (MTN) hasn't man- 
aged capex very tightly. It has a peculiar prob- 


lem of high capital expenditure and has been 


mulling to get a telecom service partner to re- 
solve it.” According to him, RCom would makea 
great partner for MTN, since it has enormous 
experience of working with low capex. 

The different ways of viewing the RCom- 
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BLOOMBERG 


South Africa's | 
$9.7-billion mobile | 
phone operator MTN | 
could be a jewel in | 
RCom's crown | 





MTN deal also underline the Ambani brothers’ 
contrasting styles of building corporations — 
both valid in their own right. While Mukesh has 
traditionally built large projects of national 
interest, such as the world’s largest greenfield 
refinery at Jamnagar and the world’s most com- 
plex deep-water gas production facility in Kaki- 
nada in eastern India, Anil is a consummate 
financial strategist and dealmaker par excell- 
ence. His entire entertainment business, which 
just entered into a $600-million deal with star 
director Steven Spielberg, has been built 
through acquisitions of companies such as Ad- 
labs Entertainment. Even RCom has been built 
through an astute combination of organic 
growth and acquisitions, such as that of US- 
based Ethernet service provider Yipes. 

Both brothers have delivered enormous sha- 
reholder value since 
the break-up. ADAG' 
market-cap as on 17 
June 2008 was 
$62.83 billion (Rs 
2,51,336.15 crore) 
while RIL had 
$105.96 billion (Rs 
4,23,855.14 crore). 
The value of the bro- 
thers' firms has grown 
from $54.82 billion 
(Rs 2,19,293 crore) in 
June 2006 to $168.79 
billion (Rs 6,75,191 
crore) in June 2008. 


s= oth the brothers also have very different 
=i ways of dealing with the media. While Anil 
` is media savvy, Mukesh is media shy. Iron- 
ically, success might be a reason for the broth- 
ers’ enduring enmity, because they are both 
competing to perform better than the other. 
Some even say the brothers are duelling to be- 
come the world’s richest man — a charge that is 
vehemently denied by both sides. Currently, 
only $1 billion separates the two in the most re- 
cent ranking of the world’s billionaires. While 
Mukesh’s networth was valued at $43 billion, 
Anil’s was pegged at $42 billion. 

Market sources say the RCom-MTN deal 
could take Anil’s wealth beyond Mukesh’s be- 
cause of the combined entity’s long-term earn- 
ing potential and market capitalisation growth. 

The source close to RIL mocks this view. “If 
wealth were the issue, there is no comparison,” 
he says. “ADAG has almost no positive cash- 
flow. RIL makes $7 billion in cash every year, 
and this will rise to $12 billion when our new 
refinery comes online (in early 2009).” 

Meanwhile, MTN held its 13th AGM in Fair- 


sy) tii: corporate 


land, Gauteng, on 19 June, to authorise the 
board with a general approval for acquisition of 
shares, giving it the flexibility to repurchase 
shares. Currently, 77.9 per cent of MTN is held 
by public and 22.1 per cent by individuals. 

But overseas banking sources say there is no 
certainty yet on whether the RCom-MTN deal 
will go through. Apart from the inter-Ambani 
feud, the fact is that MTN has held similar ne- 
gotiations for merger and acquisition with at 
least eight other telcos, and each has failed. 

Even if the deal goes through, it is unlikely 
that Anil or ADAG would get to run MTN in In- 
dia and abroad. Sources say one of the reasons 
why MTN's discussions with Bharti failed was 
that Bharti wanted to run the combined entity. 
But ADAG would be willing to leave operational 
control of the new company in MTN's hands 
and focus on building its presence in new areas 
such as power, insurance, financial services, 
and media and entertainment. For example, 
Reliance Power has raised over Rs 11,000 crore 
from public but has yet to set up a plant. "Giv- 
ing up management in RCom to become the 
largest shareholder in one of the world's biggest 
telcos should suit ADAG,’ an analyst says. 

While the RCom-MTN deal vacillates bet- 
ween different points of view, supporters of 
ADAG and RIL are trying to underline what 
they see as each others’ malice in the media. 
Sources close to RIL talk of how ADAG asked 
3,000 RIL employees to leave Dhirubhai Am- 
bani Knowledge City (which went to Anil Am- 
bani after the split) overnight, while refusing to 
vacate ADAG’s offices at RIL's headquarters at 
Maker Chambers IV in Mumbai. 

ADAG sources say RIL is peeved at how 
much wealth Anil Ambani has created, which is 
why they keep trying to scuttle ADAG projects. 

Ultimately, almost no one disputes that it is 
in the interest of corporate India that both 
brothers settle their disputes and focus on 
growth. Together they are handling invest- 
ments worth $100 billion across sectors such as 
power, telecom, energy, retail and others. Per- 
haps, it's time for both brothers to sit across the 
table to reach a final, binding agreement. One 
suggestion is that Anil stop invoking the non- 
compete agreement to get gas from RIL, and 
RIL drop its RoFR clause on RCom. 

If the brothers are looking for inspiration, 
they need only recall their father's belief in 
Henry Kissinger's view that there are no perma- 
nent friends or enemies, only permanent inter- 
ests. “Once you recognise that, everybody would 
be better off.” Dhirubhai used to say. 
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Bound Together 


Ado About 
Offshoring 


by nayan chanda 


A SPECTRE IS HAUNTING EUROPE, KARL MARX 
and Friedrich Engels wrote in 1848, the 
spectre of communism. Seventeen years af- 
ter the Soviet collapse, the phantom that 
seems to haunt many in the West is capital- 
ism’s latest offspring: outsourcing. No longer 
restricted to populist politicians and televi- 
sion pundits, even serious economists, once 
prophets of globalisation, are adding their 
voices to a chorus of concern. Globalisation, 
they claim, will leave Europe and the US 
poorer, with jobs going en masse to low- 
wage countries such as India and China. 
Such fears were articulated in French 
economist Patrick Artus's book Offshoring: 





The West's 


requisite skills to fill positions that may be 
technologically possible to send offshore. 
Given the fact that Indian and Chinese high- 
technology companies are already facing se- 
rious skills shortages, as evidenced by rising 
job churn and wage inflation, that seems to 
be a major oversight. It is also fair to ask why 
is it that jobs which are offshorable, have not 
yet gone away. According to US government 
statistics, only 4 per cent of the 1 million 
workers laid off in 2004-2005 lost their jobs 
due to offshoring. Similarly, in Europe, only 
5 per cent of jobs were lost because of off- 
shoring. It is not patriotic qualms, but prac- 
tical considerations that have kept these 
numbers low. Moreover, there is little evi- 
dence to suggest that such disincentives to 
offshoring will disappear anytime soon. 

No aspect of outsourcing has attracted 
more attention than the service sector — ex- 
emplified to many by the unfamiliar accent 
at the other end of a customer service hot- 
line. However, the more substantive back-of- 
fice functions and technological work per- 
formed abroad remain mostly hidden from 


Will we still have jobs tomorrow? Last year, —" v idend public view, as do most services offered 
Alan Blinder, Princeton University econo- losing jobs abroad by home companies. American crit- 
mist and former economic adviser to Presi- d ics have focused on outsourcing of service as 
dent Bill Clinton, published a paper arguing to offshoring a grave threat to the health of the economy. 
that given the portable nature of some 817 is based But in their zero-sum approach, they have 
professions in the US, between 43 and 56 .: not bothered to examine the other side of the 
million jobs could be lost to Asian countries on selective coin — the sale of services produced in the 
where the same functions can be performed statistics, US to low-wage countries, a phenomenon 
at a lower cost. Blinder's warning, which : that economists call ‘inshoring’. 

compared outsourcing to a “new industrial not rational In a well-documented paper published in 
revolution" threatening to radically alter the ones June by the US National Bureau of Eco- 


world economic landscape, caused a stir. 

The anti-trade rhetoric of the US presi- 
dential primaries has prompted many luminaries who once 
championed globalisation to wonder whether the process 
can be sustained. Former Treasury Secretary Larry Sum- 
mers writes, "There are reasons to think that economic 
success abroad will be more problematic for American 
workers later" An alarmed EU Trade Commissioner, Peter 
Mandelson flew to New York to deliver a speech — an open 
letter to the presidential candidates, urging them to address 
this *crisis of confidence" to avoid future acrimony about 
who lost globalisation. 

In the growing concerns about Europe and America los- 
ing out to the rising economies of Asia and Latin America, it 
is anecdotes and selective statistics, not to mention populist 
emotion, which have frequently replaced rational or com- 
prehensive discourse. 

For instance, Blinder's study neglects to factor in the all- 
important question of whether foreign workers possess the 


nomic Research, Runjuan Liu and Daniel 
Trefler show this concern about outsourcing 
to be nothing more than ‘much ado about nothing. 
Analysing government data of both offshore outsourcing 
and 'inshoring by US companies for a nine year period, they 
conclude, *the net effect is either slightly positive or zero". 
Since the small effects are precisely estimated, they write 
“We can say that even if service trade with China and India 
grows at its current clip, the labour market implications will 
be small" The growing shortage of world-class skills in both 
the nations makes the current rate of growth unsustainable. 
The fact remains that with a vast global labour pool 
available to investors in the post-industrial world, less 
skilled workers, whether in Houston or Hanoi, will continue 
to be at a disadvantage. 





The author is director of publications at the Yale Center for 
the Study of Globalisation and Editor of YaleGlobal Online. 
boundtogether.bw (a) gmail.com 
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The new — 
rich of z 204 JOE are 
from IMOT e diverse 


WM SCOTT FITZGERALD, BEST KNOWN 
^ for his book The Great Gatsby, fa- 
7 mously wrote in the 1920s that 
being rich made people different 
from everyone else. But look 
around you today, and chances 
EXER are that among the new rich cre- 
ated by real estate values and stockmarkets, 
you'll find someone you went to school with, 
worked with, or socialised with. And Indians 
[ em are not alone in this respect. 
E. E^ AE In his 2007 book, Richistan: A Journey 
‘Coen oc Through the American Wealth Boom and the 
Lives of the New Rich, Robert Frank, a senior 
writer at The Wall Street Journal, profiles what 
he calls *instapreneurs", people who made their 
fortunes from businesses that range from ce- 
ramic lights to home-brewed shampoo to roof- 
ing supplies and mozzarella cheese. 

Among the super rich, say authors Peter 
Bernstein and Annalyn Swan in All the Money 
in the World, 175 of the Forbes 400 — a listing of 
the world's richest people — are *blue-collar bil- 
lionaires”. And less than 10 per cent of today's 
Los affluent owe their riches to inher- 
THE OLD ... ited wealth, according to the 
Mendelsohn Affluent Survey. 
Mendelsohn Research is a New 
York-based market research and 
media research firm, whose 2007 
survey was the 31st edition. 

In India too, we live in an age of 
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India has always 
had its share of 
the ultra rich such 
as the Nizam of 
Hyderabad 


Richistan 


big wealth creation. Not only is new wealth be- 
ing minted here — the focus of this special issue 
— it is being created in new businesses and 
from new ideas. “Wealth is being created much 
more broadly,” says Pradeep Dokania, manag- 
ing director and head of Merrill Lynch’s wealth 
management practice in Mumbai. “But busi- 
ness owners will continue to be a meaty part of 
this universe.” Dokania estimates that there are 
close to 250,000 households with assets over 
$100,000 or Rs 40 lakh. There are roughly 
100,000 dollar millionaires by his estimate in 
the country. 


The explosive growth of the global and Indian 
economies over the past five years (now de- 
railed by the subprime credit crisis in the US 
and oil price inflation), greater international in- 
terest in India, a booming stockmarket and a 
rapidly expanding entrepreneurial class have 
all combined to create a larger number of rich 
and super rich people in India than at any other 
time in our short history as a nation. 

The last time BW undertook this survey in 
September 2006, there were 74 new rupee bil- 
lionaires (each worth in excess of Rs 100 crore); 
the list included those billionaires created dur- 
ing the course of one year ending 31 March 
2006. This time there are 162 new ones; a 
caveat however. The new list has billionaires 
created over a two-year time-frame between 
March 2006 to March 2008. 

In 2006, there were 32 dollar billionaires; in 
2008 there are 54. The combined net worth of 
our 74 rupee billionaires in 2006 was Rs 76,959 
crore. But that figure is skewed by one man’s — 
Tulsi Tanti of Suzlon Energy — 
wealth, who by himself accounted 
for Rs 27,104 crore, or nearly 30 per 
cent of total net worth of that group. 
Without Tanti, the total net worth of 
billionaires in 2006 was Rs 49,855 
crore. There are 106 companies in 
this year’s sample, compared to 70 
in 2006. 

Even more interesting, many of 
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And today, people 
like Gateway 
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has gone up 22 per 
GROWING HNI NUMBERS cent (that number goes 
up to 88 per cent if we 
exclude Tulsi Tanti as 
an outlier from the 
2006 list). The recent 
stockmarket correction may have diluted some 
of that ‘paper’ wealth that many of our billion- 
aires still possess. But barring a catastrophe, 
none of them is likely to fall off the list; it's more 
likely they will get richer. 
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SINGA- INDIA INDON- RUS- UAE SOUTH SOUTH ISRA- CZECH HONG The Rich And Super Rich 
PORE ESIA SIA KOREA AFRICA EL " KONG Some of them on our list are dollar billionaires 
1 already. What the IPO market did was bring 
TEENS, 119 68 99 48 ] 15 87 thatinto the public domain. The Singh family of 
HNI POPULATION, AS OF 2006 (in thousands) DLF, Anand Jain of Jai Corp and Sanjay Chan- 


dra of Unitech, for example, make it to both 
lists. Two rupee billionaires from our 2006 list 
Source: Capgemini/ Merrill Lynch Financial Advisor Survey, March 2007 — Jignesh Shah and Rakesh Jhunjhunwala — 
are now dollar billionaires, and on the Forbes 
list of the world’s richest people. There is much 
our entrepreneurial class have never employed more wealth out there than is captured by the 

so many people, or created so many jobs. Han- market capitalisation of our stock exchanges. 


Note: Growth rates and absolute HNI numbers are rounded 


dling large workforces of professionally quali- This year’s new billionaires are collectively 
fied people is quite a new experience for many worth Rs 93,821 crore. But remember that this 
of the newly wealthy, so they are learning, too. edition of our survey covers two years. Even in 


On 31 March this year, the markets wereat this sample, there are concentrations. More 
about the same levels as they are now. All stock- than 50 of the new billionaires made their 
market indices — from narrow ones like the wealth in real estate: that means almost a third 
Bombay Stock Exchange (BSE) Sensitive Index of the 2008 sample accounts for 41 per cent of 
(Sensex) and the National Stock Exchanges the combined net worth of all 162 billionaires. 
(NSE) Nifty to the broader BSE 500 and the The net worth of real estate billionaires went up 
S&P CNX 500 — have returned 32 to 39 per from just Rs 2,787 crore in 2006 to Rs 39,332 
cent between 31 March 2006 and 2008. crore in 2008: a 14-fold increase. 

The net worth of the billionaires on our list Land has always been a source of great 








On paper, the results look Mum 37 of the 162 bi illo aires in t 
are women. But scratch the surface a little, and things becomes cle: 
















. ber of women who actually brought about the increase in their fortunes by tt TOP 10 
ticipation in the business decisions of the comp. >y are ver are- Pia Singl 
holders in is low. More often than not, they are spouses of the driving forces. — odaia in 
In 2008, Forbes reported that there were 99 women billionaires, 16 more than in - Sobha Menon 
the previous year. Together they accounted for a little less than 9 per cent of the to- | Kavita Sinah 
-tal on the list of 1,125. But most of them got their money through inheritance or di- TOME 
vorce: just 10 were self-made, including Oprah Winfrey, the ta SERENE andi me- Sashi Kiran Shetty 
dia magnate, and J.K. Rowling, author of the Harry Potter series, — Nina Tayal 
... There have been billion-dollar business f rs in the pasi : Jenny Craig in c 
! food and nutrition, Estee Lauder in cosmetics and mes, and c Vandana Tayal 


Debbi Fields. USA Today reporter Del Jones, in an article. eee jd aei «nds | 
. the Fortune 1,000 list of companies, just three were launched by women. Is entre- — 
preneurship the preserve of the male? Del Jones suggests two reasons for this short- g 
fall: one, starting a venture requires capital, and men have easier access | othat 
world; second, Jones’ article says that women are more devoted to fi n Ww ani ed ; 
have less time to start up a business. Surely there are other reasons? 2150 D 
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+ E WHO REQUEST PHILANTHROPY IN PORTFOLIOS 
_ Source: Capgemini: Merril: il ynch Financial Advisor Survey. March 200. 





wealth, but in the absence of a well functioning 
market for land, quantifying the wealth from 
land has been a problem. With so many real es- 
tate companies being listed — the component 
in the new list has grown from 4 companies to 
22 — the explosion of riches was perhaps antic- 
ipated. Another trend emerges. That of rapidly 
growing urbanisation. It is likely that more new 
wealth is likely to be created in the coming years 
from land and real estate than from any other 
business or industry. 

The other significant component of the list is 
financial services: from Rs 887 crore in com- 
bined net worth to Rs 9,013 crore in 2008, a 10- 
fold increase. This is testimony to growing faith 
in capital markets; ironic, since just over a 
decade ago, broking firms and market interme- 
diaries were considered shady. Investments in 
these firms is the best sign of renewed belief. 


The Other Billionaires 
Not all billionaires have made their money from 
listed companies, though. For years, one of the 
most famous families in Indian business whose 
metal cupboard became a generic household 
name — Godrej — had no listed companies 
while owning some very famous brands. Even 
today, there are a number of businesses whose 
market values are not set by the stockmarkets. 

This time, we have looked at a representative 
sample of billionaires whose wealth may be der- 
ived from unlisted businesses. True, many of 
them are on the verge of going public. For them, 
preparation of the red herring draft prospectus 
allows them to put a value on the company and 
on the wealth of its promoters. 

For smaller companies, estimation of the 
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- INDIA'S 
wealth of the compa- l NEW 
nys owners has been 
made on the basis of 
equity stake sales to pr- 
ivate equity firms and 
investors. Examples 
range across a restaurant chain, an art collector 
and dealer, a biotech firm and a company that is 
on the verge of going public. 

This survey looks only at those who have 
made their money legally or in the hustle and 
bustle of the marketplace. As we reported in an 
earlier story (see "The Great Indian Sin Factory, 
BW, 9 June), crime does pay rather well. It must 
be acknowledged that there are some billion- 
aires out there whose source of wealth is at least 
questionable, if not criminal. 

Country-wide street buzz also suggests that 
the public by and large believe that politicians 
can be very wealthy people too. Some are from 
royalty and very well-off families, so their for- 
tune is an inherited legacy, no matter how lucky. 
Others are rumoured to have accumulated 
theirs by virtue of their positions; not all of this, 
of course, is verifiable or in the public domain. 


Spending Little, Not Giving Away Enough 
Because many of the new billionaires have mid- 
dle class backgrounds, they are cautious about 
spending it. Yes, many of the rich buy boats, fla- 
shy cars, large houses and apartments (and sec- 
ond homes in some cases) and art. Mostly, how- 
ever, spending is not ostentatious; part of the 
reason is that they may be still coming to terms 
with their new wealth, and part could be their 
natural conservatism. But in some not-so-small 
ways, they are beginning to enjoy their status. 

But here's one thing that's missing to any 
measurable degree: philanthropy. Despite their 
fortunes and their stated intent of improving 
the lives of others, the rich in India have held 
their purse strings rather tightly. Yes, there are 
the sporadic efforts to make contributions to 
the larger Indian society, but few emulate the 
Tatas and Birlas of yore. There are few system- 
atic attempts to encourage philanthropy. 

The topper on this year's list, Anand Jain, ac- 
knowledges that corporate India and its chief- 
tains have not done anything worthwhile about 
philanthropy. Perhaps, as he says, they have 
been too busy making their pile. “I have thought 
about this (charity and philanthropy) for some 
time,” he says. “So have some others, but we 
have yet to get down to brass tacks and actually 
formulate any strategy on it.” He promises to 
take a good look at it soon. Let’s see how our 
new billionaires address this challenge. 
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How we arrived at the list of 
India's new billionaires 





NY APPROACH TO MEASURING 
wealth in India is handicapped by 
two factors: one, the availability of 
_ public information via household 
A ù» surveys; and two, our natural re- 
luctance to talk about our wealth — high net- 
worth individuals do not like public attention 
being focused on their wealth. In addition, since 
businesses are the primary source of wealth, the 
bias towards family-owned businesses exacer- 
bates the complexities associated with emulat- 
ing the Forbes 400 listing. 

But thanks to the stockmarkets, estimation of 
individual financial wealth is possible. Granted, 
it is limited in that it does not include assets 
such as real estate or agricultural land, which, 
in theory, could be treated as tradable assets. 

Normally, financial asset wealth includes 
stock portfolios, fixed-income securities, mu- 
tual funds, cash, bank deposits, real estate hold- 
ings and primary residences. What it does not 
include is private equity holdings, collectibles, 
consumables and consumer durables. 

Offshore investments are another area where 
public information is lacking. Our ability to ac- 
count accurately for relative flows of property 
and investment in and out ofthe country is lim- 
ited. Tax authorities also treat information they 
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have as being in their fiduciary capacity, so off 
limits for public consumption. So, for the pur- 
poses of this survey, stockmarket data about 
publicly listed companies is used as the source. 


How We Did It 

We took raw data on the number of shares held 
by Indian promoters on 31 March 2006 and 31 
March 2008 (the end of the financial year). We 
took all the people and entities holding more 
than 1 per cent of a company’s stock on the two 
dates, and arrived at the portion of the market 
capitalisation of the companies they hold. The 
cut-off figure was Rs 1 billion, or Rs 100 crore. 

To the extent possible, we sought to identify 
individuals; where it became difficult to sepa- 
rate individuals from family holdings — even 
through holding companies — we clubbed 
them together as family. We took out the ones 
that already appeared in our previous edition of 
this survey (see ‘The New Billionaires’, BW, 4 
September 2006). What we now have are the 
new billionaires created between 31 March 
2006 and 31 March 2008 — 162 of them. The 
listing is on pages 65-68. 

India is also home to over 50 dollar billion- 
aires. We are the fourth largest component on 
Forbes’ list of the world’s richest men. The list 
data was taken from Common Indian Dollar 
Billionaires list from the Forbes website. 


Notes: 

e Holding of promoters with more than 1 per 
cent in any company was taken. We pruned it to 
promoters with more than Rs 100 crore. 

@ All calculations have been made on the basis 
of share prices and shareholding pattern as on 
31 March 2006 and 31 March 2008. 

@ Only direct shareholdings were considered. 
Crossholdings and multiple layers of sharehold- 
ing among companies were not considered. 

e Wealth in the table refers only to the value of 
shares held by individuals. Other wealth in the 
form of real estate, shareholding in unlisted 
companies, bank balances, etc. has not been 
taken into account. 

è The data was sourced from Capitaline Plus 
and the Bombay Stock Exchange. 
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soundly and achieve your financial goals, with wealth planning you 
deserve. And just as your wealth works harder, you spend more 


time with your loved ones. Truly precious. 
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l IS STILL RATHER BOUTIQUE IN NATURE, 
but is getting bigger by the day: the 
business of banking for the wealthy. 
New age and top-line multinational 
banks are wooing India's nouveau-rich 
with private banking services, a suite 
that covers onshore and offshore in- 
vestment advisory, trust services, and real estate 
and portfolio management. It's about helping 
these essentially simple people on what to do 
with their money; about the when, where and 
how of going about it. 

Even in cities where the mansions ofthe well- 
off exist cheek-by-jowl with the hovels of the 
poor, the extent of new wealth is staggering: 
private individual and family wealth in India is 
growing at an amazing rate. There are between 
30.000 and 100,000 people with about $350 
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billion in wealth under management in India, 
according to the World Wealth Report 2007, 
brought out annually by Cap Gemini, a consul- 
tancy, and Merrill Lynch, a US investment bank 
with a large wealth management practice. 

The Merrill Lynch-Cap Gemini 2007 World 
Wealth Report says, Asia accounted for five 
of the 10 fastest growing high net worth indi- 
viduals (HNI) markets. India ranks second in 
terms of growth at 20.5 per cent, second only to 
Singapore. Balakrishnan Kunnambath, man- 
aging director for India with Societe Generale 
(SQ) Private Banking (Asia Pacific), puts the 
number of millionaires at about 83,000 as on 
date. “The numbers are growing, he says 
“There is a huge pool of individuals out there 
who are ready targets for wealth managers.’ Yes 
private banking is getting to be big business. 
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gets serious 


Anuratna Chadha, managing director of 
 Citi's wealth management practice, feels that 
india may grow faster than the Asian average, 
_ probably at a rate in the 15-30 per cent range. 
He could be bang on. In the 2007 and 2008 
- Forbes Billionaires Report, India had the most 
number of billionaires in the region, outranking 
China and Japan in both vears. "This is un- 
precedented and indicative of India's rising 
affluence,” says Chadha. 

‘The exponential rise can also be a demanding 
one, from tackling a request by one worthy to 
arrange a visa for a young lass — seriously, it has 
happened — to handling the complexities of a 
major account. As HSBC India’s Managing Di- 
rector and Head of Private Banking Ramnath 
Krishnan puts it, “I can bet a million dollars 
that a single relationship size would have 








crossed the $100-million mark by now.” 


Demographics At Play 

The potential pool of billionaires in India is also 
larger. According to Jacinta Munro and Bonn 
Liu of KPMG, the international consultancy, 
India’s demographics make it a particularly at- 
tractive destination for wealth management 
players. In most other countries, the percentage 
of people aged over 65 will make up a signifi- 
cant proportion of the total population by 2025. 
Asia-Pacific, unlike other regions, is grappling 
with this issue in the space of one generation. 

The issue is exacerbated by falling birth rates. 
Japan and Korea are both expected to see a fall 
in their populations between 2005 and 2015. 
In the case of China, the falling birth rate has 
been engineered with the imposition of the 
‘one child’ policy, while in the rest of the 
countries, it is a product of increased affluence 
and urbanisation. 

“By contrast, two-thirds of India's population 
is under 35, making it one ofthe youngest coun- 
tries in the world,’ the duo observes, And that 
means the rich among them have that many 
more by way of earning years; and more options 
by way of business for segments and levels of 
wealth management, 

Wealth management is not just about the 
rich. With a diminishing workforce paying into 
the pension coffers, ‘pay-as-you-go’, state social 
security programmes cannot be relied upon in- 
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definitely as the primary provider of pension 
benefits. The importance of this trend, in the 
context of the development of the investment 
management industry and strategy within Asia 
Pacific, is that the longevity and ageing popula- 
tions around the region have spurred govern- 
mental programmes of pension reform and 
market liberalisation. This creates, and should 
continue to create, new pools of funds for the 
industry to manage. India does not have a 
“deteriorating demographic position’, but its 
fiscal position may not support government so- 
cial security structures. 


Playing The Game 

At Citi, the threshold relationship level is $10 
million. For Deutsche Bank and HSBC, itis ata 
million dollars. The profile of the clientele 
ranges, as Krishnan says, from those “who have 
been in the money for years” to professionals, 
and upstarts. Of course, getting a hook into the 
big boys is a challenge. This is where big 
multinational banks score. Their platforms are 
huge, with a multitude of business lines. Any 
one of these lines can pass on the ball to the pri- 
vate banking team in these banks to help get on 
the line to a big shot. As Deutsche Bank's (In- 
dia) managing director and head for private 
wealth management, Nikhil Kapadia puts it: 
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"The days of landing up in India with a suitcase 
and offering such services are over, A bank must 
have a meaningful presence out here. This 
combined with a global footprint makes banks ` 
like us a great platform to service clients". 

More commitment may also entail putting 
your money where your mouth is, often in what 
is called co-investment deals. Citi Private Bank, 
for instance, invests its own capital alongside 
the client's investment. "Such co-investments 
could be in the form of a private equity deal, a 
hedge fund, a structured investment opportu- 
nity in real estate or something much more so- 
phisticated,” says Chadha. 

He gives the examples of Citigroup Property 
Investors Capital Partners Asia Pacific, a $800- 
million fund that provides its clients access to 
real estate investment opportunities across 
Asia; And of Capital and Real Estate Develop- 
ment Fund, a $400-million fund aimed at those 
looking for real estate investment opportunities 
in China. 

Banks also offer ‘private investment banking. 
Traditional private banking is complemented 
with investment banking capabilities such as 
mergers and acquisition advisory, fund raising 
opportunities in the capital markets and vari- 
ous forms of specialised corporate financing. 

Some, like Standard Chartered Bank (Stan- 
Chart), came to the party late. But the bank's 
managing director and head, private banking, 
Shiv Khazanchi, is bullish: "We have an open 
architecture approach to produet delivery 
through 14 global agreements with major asset 
management houses, and more than 50 
provider arrangements," he says. "This ensures 
that our clients receive a wide and unbiased 
range of financial solutions to meet their indi- 
vidual needs." 

StanChart acquired American Express Bank 
in September 2007 as part of a move to add 
capability, scale and momentum in the strategi- 
cally important financial institutions and pri- 
vate banking businesses. "The deal fast tracks 
the development of our private bank,’ Stan- 
Chart Chief Executive Peter Sands, said at the 
time ofthe transaction. American Express Bank 
has a 10,000-strong private banking custome 
base with approximately $22.5 billion in asset: 
under management, 





The Challenges 

Talent supply is con- 
: straining the growth of 
the wealth manage- 
“ment industry in the 
- region, not just India. 
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wage inflation are real- P 
ities, Kunnambath, of 
SG Private Banking, is 
philosophical: “There 
is also significant 
brain-gain happening 
into India, reinforcing this trend,” he points out. 
“Businesses, large and small, benefit from the 


spending power of the nouveau rich. So it’s a cy- 


cle which grows in a very iterative manner." 

Regulatory measures — some capital con- 
trols — limit the kind of services available in lo- 
cal markets that the wealthy would need to 
manage their wealth. Non-resident Indians 
have access to global investment opportunities, 
limited only by their own investment obiectives 
or preferences. For a resident Indian, the in- 

-vestment horizon is restricted to rupee-denom- 
inated domestic opportunities. 

Of late, however, the Reserve Bank of India 
has allowed residents with global investments 
up to $200,000 per individual per annum as 
their threshold relationship size is a million dol- 
lars and they lost it to the retail banks. 

Not everyone sees private banking as being 
good enough. In certain institutions, it is still 
characterised by 'product pushing. And things 
might go wrong. What happens when clients 
claim that they have been sold a lemon? “When 
we sell products, third-party products in 
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particular, we make sure that our standards are 
met,” says Deutsche Bank's Kapadia. But it's 
definitely a tricky area. 

And what about perceptions about wealth 
management services as code for money-laun- 
dering or tax dodges? Clients who knock on the 
doors of private banks for tax advisory services 
are not necessarily tax dodgers; but there are 
limits to know-your-customer norms. Regula- 
tors, however, tend to be suspicious of such ac- 
tivity. Take UBS. It’s branch licence was held 
back as the Swiss bank was reportedly reluctant 
to co-operate with the government in connec- 
tion with certain alleged money laundering by 
Pune-based businessman Ali Khan. 

So what's the outlook for the wealth manage- 
ment business? If it continues to rain million- 
aires and billionaires, it will be pretty good. But 
HNIs also tend to be multi-banked. So it's going 
to get competitive: the quiet, carpeted and 
plush environs associated with private banking 
could get very noisy. 
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Qut Of The SI 


by Srikanth Srinivas 


E BUSTLES IN FROM A BOARD MEE 
ting, shakes hands quickly and 
sits down. A few minutes into 
our meeting, Anand Jain, 52, 
chairman of Jai Corp and the 
richest new billionaire in India (he is a billion- 
aire in dollar terms as well), is already talking 
zealously about the economic opportunities 
that India could exploit, but perhaps does not. 
“What is it that stops us from achieving what 
China, Dubai and other emerging markets have 
achieved?" he asks rhetorically. Jain's attitude 
mirrors that of many corporate chieftains, 
whose visions parallel and subsume those 
usually attributed to the political class in 
the country. | 
Jain is better known as the classmate and 
friend of India's richest man, Mukesh Ambani. 
He is more than a close friend, more like a fam- 
ily member in a relationship that goes back to 
his schooldays. One consequence of that close- 
ness has been the accusation that he played a 
big part in the split between the Ambani broth- 
ers in 2005. Anil Ambani has accused him in no 
uncertain terms oftrying to create a rift with his 
elder brother, Mukesh. Jain is stoic about the 
accusations, but the hurt appears to persist still. 
Setting up the special economic zone (SEZ), 
just outside Mumbai is his grand experiment to 
prove the point that with the right direction, 
much can be achieved. "We have the resources, 
the manpower and the technical capability,” he 
says. "We also have the capital. Why can't we 
then, have the same quality of life that is avail- 
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ANAND JAIN 


COMPANY: Jai Corp 


PROFESSION: From a road transport business, 
to a metals business to an infrastructure 
company, Jain has managed it all. 

And now he is busy setting up the SEZ 

outside Mumbai. 


ICON: Dhirubhai Ambani 
NET WORTH: Rs 5,386 crore 
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letter known as a Ír lend 
of Reliance's Mukesh 


Ambani the Jai Corp 


chairman is India's richest 


. new billionaire 
on his own account 


. able in the western economies?" That is his 
_ passion, he adds, to show that it can be done. In 
. that, Jain echoes the ideas of his better 
. known friend. 


c His Inspiration 
* Jain takes his inspiration from the challenges 
he faces. But what gives him unshakeable confi- 


dence on getting things done is the memory of 


. late Dhirubhai Ambani, the founder of the Re- 

. liance group, and Mukesh and Anil's father. 
. whose pictures adorn Jain's conference room. 
__ Speaking of the late business magnate, Jain is 
_ almost reverential about the man who has in- 
.. fluenced him all his life, to whom he was very 
-. close, and regarded him as family. 


"Look at what the man achieved,” Jain says. 


_ "From the days when he was working as a petrol 
| pump attendant, he dreamt of owning a 
. refinery. He is India's greatest visionary, my 
. greatest hero, and the hero of many alike” A lit- 


tle divine intervention has also been instrumen- 


_ tal in Jain's success. He credits his current busi- 


ness passion — the SEZ — to Dhirubhai, and to 


: the Almighty. 


His relationship with Mukesh Ambani has 


 endured over the years; it has been one of the 
. cardinal reasons for his going to work at Re- 
- liance Industries before taking his own com- 
 pany public, setting up an infrastructure and 


urban opportunities fund and taking on the 
SEZ project that consumes most of his time 
every day. 

So what is a normal day for him like? *I have 


¿no idea what that is,” he laughs. “I have no cal- 


endar, and I do not make any schedules. Each 
day comes with a set of challenges that must be 
met almost right away.” He has no idea of what 
next week or the rest of the month looks like. 
"I am not a one-on-one transactional man. I 
have no routines, and have never had one.” 
Asked what the challenges were for that day, he 
smiles enigmatically. 

Busy as he is, Jain still takes out time for his 
family. His wife Sushma is an artist; her 
paintings hang on the walls of his office. His 
son, Harsh, 23, an undergraduate from the Uni- 
versity of Pennsylvania in Philadelphia, now 
works on his SEZ project. And his daughter 
Neha, 27, is married to Anurag Bagaria who 
owns his own pharmaceutical company, Kem 
well Pharma, which is a contract manufacturer 
for multinational drug companies. 


His Greatest Passion 

One of Jain's greatest passions is Bollywood 
movies. About two or three times a week, he and 
Mukesh take time to watch the latest releases at 
the former's personal home theatre. Asked if it 
is a business he wants to get into, he laughs and 
shakes his head. No chance. 

Anand Jain likes his leisure interests the same 
way he like his business interests: intense. He is 
fond of adventure sports: from scuba diving, 
paragliding, mountain climbing to bungee jump- 
ing, he has tried all. Among the experiences clos- 
est to his heart is an expedition to the North Pole 
— with a bunch of his contemporaries from the 
Young Presidents Organisation — by air from 
Edmonton in Canada, over a period of seven 
days. On several stops along the way, they 
roughed it out in the spine-chilling Arctic. 

"Since it's always daylight out there, you are 
not run by the normal routines of night and 
day,” says Jain. “You eat when you want, you 
sleep when you want, and you travel when you 
want. Its an amazing kind of freedom.” It even 
felt like home, he adds, when he met one of the 
camp directors on the trip who was from 
Tamil Nadu. 

From a road transport business, to a metals 
business, to an infrastructure company, it has 
been a long and interesting road for Anand 
Jain, the enterprenuer. With it has come con- 
troversy and some amount of infamy, whether it 
was when running with the bulls and bears on 
Dalal Street in the 1980s, or during his days 
with Reliance Industries. But his challenges 
have kept him going. As he gets ready to clear 
his desk before departing to Botswana for a 10- 
day wildlife safari, he is already thinking about 
his next one. 
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T 71, GUNAPATI VENKATA KRISHNA 
Reddy still begins his day by play- 
ing a tough, exhilarating game of 
tennis at his home in Hyderabad's 
upmarket Banjara Hills. The 





COMPANY: GVK 
Industries 


BUSINESS: Deals chairman of GVK Industries likes to play the 
in power and business game the same way: tough, and always 
infrastructure challenging new frontiers. The highly publi- 


cised $2.3-billion (Rs 9,300-crore) contract to 
modernise the Mumbai International Airport 
in early 2006 catapulted Reddy's GVK Indus- 
tries into the league of mega infrastructure 
companies. With that, and two hydel power 
projects in Uttarakhand, three gas-based proj- 
ects in Andhra Pradesh and one coal-based 
project in Punjab, Reddy is hopeful of lifting his 
groups asset base to Rs 22,000 crore by 2013, 
from its present Rs 6,000 crore. 

“I have been struck by his ability to dream 
and think big,” says K.V. Kamath, CEO and 
managing director of ICICI Bank, who has ob- 
served Reddy from when he set up his first proj- 
ect 30 years ago. *He works with single-minded 
focus to ensure that the dream translates into 
reality" Says childhood friend B.S. Krishna 
Reddy, “He has perfected the art of achieving 
what he wants." 

Reddy, an arts graduate from Vivekvardhini 
College, Hyderbad, has not looked back since he 
stepped out of college, when his parents com- 
mandeered him into the family business of 
building bridges, canals and dams. 
“Their decision has made me what I 

am today," he says. From the time 
he was 21, he gained valuable 
hands-on experience at opera- 
tional sites, one of them being 
Andhra Pradesh’s legacy: the Na- 
garjuna Sagar Dam. 

Reddy straddles sector: 
with ease. He manufactures pre 
laminated particle board: 
(Novopan), builds hotels (th 
Taj GVK chain), and continue 

to set standards in infrastruc 
ture: he was behind the firs 
private sector power plan 
in Jegurupadu, Andhr 
Pradesh in 1997, and th 


NET WORTH: 
Rs 1,511 crore 





It took MOTE than just 
brick and mortar to build 
G.V.K. Reddy's 
— — AA 
ture, DOWEP and hotels 


-first six-lane Jaipur-Kishangarh expressway 
in 2005. 


New Frontiers 
Two years ago, Reddy consolidated his infra- 
“structure businesses into GVK Power and In- 
"frastructure, to lend scale to his operations and 
: bid for larger contracts. While his son, Sanjay 
“Reddy, manages the airport project, his son-in- 
: Jaw Som Bhupal handles power and roads. Wife 
_G Indira Krishna Reddy and daughter Shalini 
< Bhupal take care of the Taj GVK chain of hotels. 
. Indira Krishna also manages his investments, 
including those in stocks and shares. 
... Reddy’s disciplined lifestyle percolates into 
- his work ethic as well. Professionals in his group 
"are allowed freedom to deal with bankers and 
negotiate contracts. Reddy steps in only "if he is 
needed for a specific objective’, says Issac 
. George, CFO of the group for the last 13 years. 
He only insists on a prim and proper dress 
code — all senior management executives are 
required to be attired in suits. The GVK chief 





e True 


likes being at project sites. “Seeing is believing,” 
he sums up. 


An Extrovert 

An astute socialite, Reddy attends and hosts 
parties with gusto. “In the initial years, I would 
spend at least a third of my day meeting people,” 
he says. He believes goodwill and humility 
make for better business. Industry peers and 
friends say he has never been caught boasting. 

That has also made Reddy enigmatic, with an 
“intriguing aura around him’, says a friend. Few 
know, for example, that he spotted young Sania 
Mirza’s talent when she was 10, and has spon- 
sored her since. He has also founded a tennis 
academy to promote new talent. His social sec- 
tor initiatives include providing homes, medical 
facilities and education for the needy. 

A good Chinese meal is his favourite. He loves 
the Mercedes Benz, “though youngsters are 
more gung-ho about a BMW’, he chuckles. Sur- 
prisingly, he refrains from talking about his lat- 
est acquisition, a Rolls Royce. Like most busi- 
nessmen, Reddy wishes he had more time for 
family. Away from the brick and mortar of his 
work, Reddy enjoys tending to plants in his 
home. Reddy supervised the landscaping at the 
Jegurupadu power plant, which has been de- 
scribed as a 220-acre resort. 

With so much answered, it is difficult to raise 
the one question that a man his age would be 
asked. Retirement does not figure in the GYK 
lexicon. Ageing, it is clear, is an attitude worth 
learning from him. 
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by Srikanth Srinivas 


COMPANY: 
Edelweiss 
Capital 


PROFESSION: An 
investment 
banker. Shah is 
among the first 

to put together 
private equity 
deals. Now the 
sky is the limit 
for him 


NET WORTH: 
Rs 1,268 crore 
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OR RASHESH SHAH, MICHAEL LEWIS' 

book, The New, New Thing, epito- 

mises what his firm, Edelweiss Capi- 

tal, was all about when they started 

out in 1994-5: the next big idea. An- 
other thing that characterises his fortunes, and 
that of his company, is that they all started when 
the stockmarket and the economy were at a 
high. But soon after the peak, there was a tough 
period of three or four years. “They say tough 
times build character,” says Shah. “But that's in 
hindsight. When you are going through them, 
it’s not very pleasant.” 

Shah came back to India in the early 1980s 
after working in Uganda for an export house for 
a year. He wanted to get a degree in business 
management, and went to the Indian Institute 

Ro 
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of Management at Ahmedabad — where he also 
met his wife and then classmate, Vidya. Then 
came his years at ICICI, which was a develop- 
ment financial institution at that time. 

“ICICI was a great experience because it 
allowed us to work with new entrepreneurial 
companies such as Infosys Technologies, Mas- 
tek, and others,” reminisces Shah. “We began to 
see what a new India could possibly look like." 
Entrepreneurship needed capital markets, and 
that was where Shah saw his opportunity: to 
build an investment bank. It was an attractive 
idea: investment bank has several business 
models embedded in it, from advisory services, 
bridge financing, private equity, etc. That was 
the first new, new thing. 

But Shahs interest in entrepreneurship also 
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. This IIM graduate's dream 
was to be among the first 
| tebuilda WOrld class 
| investment bank that 

. could sit at the same table as 


the world's best 


. came from another deeper experience separate 
->from his work in ICICI. His late father, Chan- 
_ drakant Shah, was a small-scale industry entre- 
.. preneur. In those days, capital markets had not 
-< developed enough to allow people like the sen- 
ior Shah to access alternatives to bank finance. 
. More importantly, small-scale businessmen 
were not treated with respect, but seen as hus- 
tlers. “After I saw the things he had to tolerate, I 
-decided it was not for me.” says Shah. “I decided 
_ to become a professional instead.” 
` The first years weren't easy. But with a small 
_ team of four — including co-founder Venkat 
. Ramaswamy — Shah put together some capital 
. raising deals, worked with other entrepreneur- 
* ial companies (including Infosys) and created 
what may have been among the first private eq- 
uity deals before they became commonplace: 
Daksh — which was ultimately bought by IBM 
and had other investors in Amazon, Actis, 
- Citibank and General Atlantic Partners among 
. others — and Rediff.com, to name two. The 





firm also arranged one of Infosys’ first acquisi- 
tions, IQ Financial. In 1998, things began look- 
ing up, as the stockmarket began to sparkle 
again. In three years from 1998-2001, Shah and 
his partners expanded their business portfolio. 

In 2001, they went for the next new thing: 
they bought a brokerage firm. Promptly, the 
market went south, along with broking rev- 
enues. Looking back, Shah thinks that strategi- 
cally, it was the right decision at that time. 

“On hindsight, it was a bold decision,” he says. 
"But there were times when we were scared. I 
think we have three-year cycles in our firm.” 
But bad times can be good in other ways. Good 
people, for instance, are easily available. 
By then, Shah and his colleagues in Edelweiss 
were rupee billionaires already, though an un- 
listed firm; a number of overseas investment 
firms including Lehman Brothers had bought 
into Edelweiss. 

Until last year, Shah's wife Vidya, an invest- 
ment banker who ran the telecom practice at 
NM Rothschild earlier, was the chief financial 
officer (CFO) at Edelweiss. She joined them in 
April 2000 as Edelweiss began growing rapidly, 
and the firm needed a CFO. She comes in two or 
three times a week now, but spends most of her 
time managing the philanthropic part of the 
firms work — Edelgive — that supports 16 char- 
ities across India, and finances and advises 
NGOs with ideas about delivering services. 

Because of stock options and employee buy- 
in, over 400 people in Edelweiss own shares in 
the firm. In fact, its staff own close to 40 per 
cent of the company’s equity. While it cannot be 
said for certain, there could be employees who 
were not promoters in the firm but who may be 
billionaires themselves. 

What's the next new, new thing? Shah sees an 
explosion of new asset classes that warms the 
heart of any investment banker. “Carbon credits 
are traded, and even as we speak, there’s the 
idea that we can trade water usage rights,” says 
Shah. “So, who knows?” 
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Quiet Player 


by Gauri Kamath 





COMPANY: 
BSV 


CAREER: The 
head of a once 
failing biotech 
firm, which now 


has revenues of 
Rs 300 crore. 


OR SOMEONE WHO ASSIDUOUSLY AVOIDS 

media attention, Bharat Daftary, 52, 

is surprisingly — and refreshingly — 

forthcoming in this rare interview. “I 

| entered this business because my fa- 

ther, who founded it, wasn't doing very well,” 

starts off the chairman and managing director 

of Mumbai's Bharat Serums and Vaccines 

(BSV), a biotech company making infertility 

hormones, and antibodies for life-threatening 
infection. “He needed help.” 

We are sitting in Daftary’s office on the 17th 
floor of Hoechst House in Mumbai's tony Nari- 
man Point. The room’s most striking adorn- 
ment is a view of the Arabian Sea. Daftary, tall 
and well-built with greying locks brushing the 
collar of his shirt seems easygoing, almost em- 
barrassed by the attention. 

Father Vinod, a doctor who started BSV in 
1971, didn’t care much for cash flows, recalls his 
son, so long as his pet projects in research and 





development (R&D) were well funded. The re- 
sult was a company neck-deep in debt, owed to 
close relatives. “They would say nothing to my 
father because they respected him a lot,” Daftari 
says. “But they would catch me and say, ‘hey 
buddy, your father owes me so much money? 

That was in the mid-1980s. Since then, Daf- 
tary and his brother Gautam, 48, also a trained 
doctor have not just pulled BSV back from the 
brink, but also added to its umbrella one of the 
largest clinical trials organisations in the coun- 
try, a diagnostics arm, and two biologics R&D 
facilities, one each in the US and Germany. The 
BSV group, including the associates, is set to 
cross Rs 300 crore in revenues this year. 

That pales in comparison with leading 
biotech companies such as Bangalore's Biocon 
whose 2007-08 revenues top Rs 1,000 crore. 
But it has still made Daftary a rupee billionaire. 
“They have done a phenomenal amount of work 
in terms of creating new facilities and prod- 
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Pulling BSV hack from 

i = 
the brink, today 
harat Daftary 
prefers to let his numbers do 
the talking 
- ucts,” says Mahesh Chhabria, partner at private 
- equity firm 3i in Mumbai, who knows the Daf- 
. tarys. "Lot of time and resources devoted to 
|. R&D is now starting to fructify” The company 


_ will soon finalise a fresh round of funding and is 
_ aiming to go public in another three years. 









"Learning On The Joh 

Daftary graduated in chemistry but abandoned 
a Master's programme half-way when he real- 
-ised he was more interested in selling. He pre- 
_ ferred to learn on the job. He began his stint at 
BSV by meeting doctors, distributors and 
chemists. That also helped him understand 
.how to manage finances. "Distributors supply 
-to hundreds of small chemists on credit,” he 
says. “I worked with them to understand out- 
standings and recoveries.” 

i> Daftary also began splitting his time between 
'BSV and selling garments for a company run by 
his maternal uncle, Sukhlal Parekh, for about a 
year and a half. He managed to execute a few 
garment export orders to Spain and Australia 
before giving it up to work full-time at BSV, 
which was growing rapidly. Some years later, he 
experimented with growing and exporting 
_ flowers from a farm outside Mumbai on week- 
ends, as a hobby. 

Daftary still attends BSV's sales meetings and 
keeps tabs on "inflows and outflows" on a daily 
basis. "I like to do my cash flows to make sure 
 everything's on track,’ he says, a hangover, per- 
haps, from the dark days of indebtedness. 





The Path To Growth 
For years after they turned BSV around, the 


brothers shrank from large borrowings at the 


cost of growth, part ofthe explanation for BSV's 
relatively small size. "As a family of profession- 
als we were debt-averse,” he recalls. “And our 
earlier experience had left its mark.” 

They instead added new businesses that were 
not capital-intensive. SIRO Clinpharm, a clini- 
cal research organisation (CRO), for instance, 
specialises in managing trials of new drugs on 
human subjects. The CRO is named after Daf- 
tary's only son, Siddharth, now 25 — derived 
from the first two letters of his name, and of ‘Ro- 
han’ which is his rashi (Hindu equivalent of the 
Zodiac sign). People are SIRO’s biggest invest- 
ment. Started in 1996, SIRO has top MNCs as 
clients, and recently acquired a CRO in Europe. 

Mumbais IL&FS Financial Services approa- 
ched Daftary for a stake in BSV, the flagship, 
early this decade. BSV needed capital for a new 
manufacturing facility. "Since it was equity, not 
debt, we thought why not?" The 5 per cent stake 
sale valued the roughly Rs 25-crore company at 
Rs 180 crore. Since then, the brothers have also 


brought in private equity firms 3i and Kotak 


Private Equity Group into SIRO. 


Taking The Backseat 

The brothers have always avoided the limelight, 
absent from press and industry conferences. 
“There's no point in speaking about ourselves,” 
says Daftary. “Let the results do the talking.” 

At some stage in future, Daftary sees himself 
getting out of the day-to-day running of the 
business and devoting more time to charity. He 
is on the board of trustees of a school for slow 
learners where wife Bhavna taught for many 
years. He is also hoping to sponsor a couple of 
12-year old orphans from Mumbai's slums who 
play some mean football. On the side, Daftari 
says, he may just go back to growing flowers. 


gauri.kamath@abp.in 












FAMILY TIME: 
Daftary with son 
Siddharth and wife 
Bhavna 
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Addine Valu 


by Dhanya Krishnakumar 


Arvind Rao survived a slump and 
emerged a billionaire in just six years 





ACK IN 2000, ARVIND RAO WAS AS- 
sailed by the relentless urge to do 


something more challenging. Out of 


that churn was born OnMobile, 
now one of the leading players in 
ihe mobile value-added services (VAS) market 
in India. “The opportunity cost was high but 
this was the best thing left to do,” he says. The 


company made money in the first couple of 


years, and then hit a downward spiral. From a 
market cap of $40 million in June 2000, it fell 
to $10 million in September 2002. *Those were 
really dark days, but we stuck it out,” recalls 
Rao. "We went without pay, fired people in the 
US, moved guys to India, but ultimately made 
it.” As of May 2008, OnMobile had a market cap 
in excess of $900 million (Rs 3,600 crore). 
OnMobile now has 206 million users, and 
clients such as Bharti, BSNL, Vodafone, 
Reliance and Tata Tele Srvices Limited. The 








INDIA: 
NEW 
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company also has contracts with wireless carr 
ers in Indonesia, Malaysia,  Pakista: 
Bangladesh and Sri Lanka, for licensing an 
management of VAS. “Everyone in our cor 
pany, right from the peon to the top official, is 
shareholder,” says Rao. “It ensures that eac 
milestone has the entire team charged up 
Most of the top management team have bee 
with the company since it began eight years ag 
OnMobile has the lowest attrition rate in the in 
dustry, Rao adds with pride. 

Born and brought up in Mumbai, Rao give 
credit to his middle-class upbringing and va. 
ues. “I am a simple, down-to-earth person wh 
believes in the value of money,’ he says. “As chi 
dren, we were taught the importance of educ: 
tion, and told never to give up.” It probably e» 
plains his scant interest in brands an 
purchases. ^I don't have a craving for things 
Rao says. “I still have a pair of Ferragamo shoe 
that I bought in 1994. I have had them re-sole 
twice and still wear them." 

After spending 20 years studying and work 
ing in the US, Rao now finds Europe mor 
alluring. He intends to buy a home in Londo 
or Paris. Surprisingly, he still does not hav 
his own appartment in Mumbai, bv 
continues to keep his homes in New Yor 
and California. “My ideal vacation hom 
would be in Maldives,” he says. “You ca 
just take your yacht and go island hop 
ping.” He sold the only yacht he owned i 
1993-94, and has ordered one to be deliv 
ered in time for his 50th birthday (on 
October) this year. 

He loves unwinding with his 18-month 
old Golden Retriever, Oskar. “I have bee 
wanting to play with lion cubs in a na 
tional park and even enquired with folk 
in Africa,” he muses. “But it hasn’t materi 
alised yet.” Reading is a passion for Rac 
and Salman Rushdie, Gabriel Garcia Mar 
quez, Ayn Rand and Fyodor Dostoevsk 
are his favourites. “Nothing like gettin; 
absorbed into a good, meaty book, to bal 
ance the outside world.” ‘Balance’ is some 
thing this entrepreneur has achieved i1 
good measure. 





dhanya. krishnak umar (a) zabp.i i 


30 JUNE 2008 62 BUSINESSWORLD 


THE VISION SERIES 


| ORBIT CORPORATION LTI 
VISION BEYOND THE OBVIOUS 


Wwww.OrDILtCOTrD.t: 
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Built by Shah Jehan in honour of his beloved Mumtaz, the Taj Mahal is a 
vision of love which became a Wonder of the World. 


In keeping with the finest of global visions, the Signature Orbit Realty Line 
offers the créme de la creme world class homes like Orbit Arya. Born of the 
redoubtable architectural geniuses of our era, Hafeez Contractor and Wong 
Chiu Man of WOW Architects, Singapore, this edifice has aesthetics and 
amenities that the most exacting of the Forbes' World Billionaires would find 
exhilarating. What's more, it carries an ISO 9001 Certification and Green 
Building Compliance — and, of course, the iron clad ‘Orbit Assurance" " 


For a guided tour of your very own symbol of vision beyond the obvious, do 
mail us at sales@orbitcorp.com or call us on «91-22-3044 6910. 


The Signature Orbit Realty Line. India's only International Address for the 
movers and shakers of today's global village. 


Orbit Arya 
Residential Tower 
Napeansea Road 
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Corporate Office: The View, 165, Dr. Annie Besant Road, Worli, Mumbai - 400 018, India 
Tel: +91-22-3044 6910 Fax: «91-22-2491 1028 Email: sales@orbitcorp.com 


India's Nouveau Rich 


The entrepreneurs in the Rs 100-crore-plus club 


28 P.P. Gupta & family Techno 
Electric Engineering 1,270.56 


39 Nitin Shah & family 
Allied Digital IT-enabled services 
1,373.24 45.94 630.87 


40 Punit Beriwala & family Vipul 
Real estate 982.37 63.42 
623.02 


4] Kunjal Shah AkrutiCity Real 
estate 5,207.60 11.84 616.58 


4? M.R. Jaishankar & family 


Brigade Enterprise Real estate 
1,893.13 32.36 612.62 


4% Kapil Rajeshkumar Wadhawan 
HDIL Real estate 14,114.10 
4.20 592.79 


4% Sarang Rakeshkumar 
Wadhawan HDIL Real estate 


14,114.10 4.20 592.79 


43 Dheeraj Rajeshkumar 
Wadhawan HDIL Real estate 
14,114.10 4.20 592.79 


46 Mahipatray Shah Akruti City 
Real estate 5,207.60 10.79 
561.90 


47 Kailashchandra Nuwal Solar 
Explosives Industrial explosives 
740.77 74.60 552.61 


48 D.P. Mhaiskar IRB Infra Rea! 
estate 5,658.50 9.52 538.69 


49 Govindbhai C. Patel & family 
Ganesh Housing Real estate 
1,068.34 50.14 535.66 


K. Bhaskara Reddy & family 
5 0 Northgate Technologies 
IT-enabled services 1,533.43 33.79 
518.15 


oe Rao MIC Electronics 
5 Others 1,450.70 34.89 506.15 


Rs 100 cr - 500 cr 


52 Falguni Shah Akruti City Real 
estate 5,207.60 9.54 496.81 


RIBHUWAN SHARMA 


53 Kishore Avarsekar & Sons Unity 
Infraprojects Real estate 713.25 
69.52 495.85 


54 Venkat Ramaswamy & family 
Edelweiss Capital Financial 
services 6,065.46 8.15 494.34 


E 5 Naresh Malhotra Prime Focus 
Media & Entertainment 864.82 
53.96 466.66 


EH Chaturvedi & family 
Provogue (India) Retail 2,203.04 
21.12 465.28 


57 N. Radhakrishna Reddy & 
family Rain Commodities Cement 
33.68 463.06 


1,374.8 


65 


G 8 Nutan Jain Parsvnath Developers 
Real estate 3,874.00 11.92 
461.78 


DO R. Girija Consolidated Construction 
Real estate 2,624.76 17.07 
448.05 


60 Ram Narain Agrawal & family 
Sanwaria Agro Oils Solvent 


Extraction 631.28 70.04 442.15 


6] Damayanti Rani Kuldeep Singh 
Wadhawan HDIL Real estate 
14,114.10 3.11 438.95 
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62 Naresh Anirudha Patil 

Kolte Patil Deve Real estate 
722.22 58.83 424.88 

65 Aruna Rajeshkumar Wadhawan 


HDIL Real estate 14,114.10 
2.94 414.95 


65 Malti Rakesh Kumar 
Wadhawan HDIL Real estate 
14,114.10 2.94 414.95 


h - Arvind Rao & family OnMobile 
Global Telecom 3,108.54 13.28 
412.81 





, 
56 Amit Y.Agrawal Jindal Worldwide 
Textiles 481.35 85.71 412.56 


h7 Singh HDIL Real 
estate 14,114.10 2.90 409.31 


68 C.P. Sanghvi Sandhvi Movers 
Engineering 913.38 44.00 
401.89 


Ra Sasikala Raghupathy BGR Energy 
Power 2,453.04 16.08 394.45 


70 Y. Rajeev Reddy & family 
Country Club (I) Hospitality 


945.90 40.13 379.59 


“With the International 
Space Station, 
architecture 
entered a whole 


== new dimension: 





outer space. The 
ISS marked the pinnacle of 
aerospace engineering. It was 
inspired by a vision that dared to 
tread where no man has tread 


before: a vision with an International 







Address - the heritage 
of civilisations across 


frontiers. 


In keeping with the finest of global 


visions, the Signature Orbit Realty 






Bow Line now brings 
to a select few 
business empires 
the most futuristic 
commercial tower 
Mumbai has ever seen: Hafeez 
Contractor House. A 40-storey 


signature creation born of the 


redoubtable architectural genius 
of Hafeez Contractor, this tour de 
force of skill and ingenuity has 
an exclusivity that the most 
exacting of the Forbes' World 


Billionaires would find exhilarating. 


Hafeez Contractor House carries 
an ISO 9001 Certification and 
Green Building Compliance - and, 
of course, the iron clad ‘Orbit 


Assurance" 'M, 


For a guided tour of 
your very own symbol 
of international business power, do 
mail us at salesQorbitcorp.com 


or call us on +91-22-3044 6910. 


The Signature Orbit Realty 

€. Line. India's only 
International Business 
Address for the movers 


and shakers of today's 





global village. 


Hafeez Contractor House 
Commercial Tower 
Lower Parel 


INTERNATIONAL ADDRESS 


Tel: +91-22-3044 6910 Fax: +91-22-2491 1028 Email: sales@orbitcorp.com 
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CONCEPT 


12] S. Madhav Bellary Steels 

Metals 310.14 57.00 176.78 

122 Ashish Jhunjhunwala & 
family Ramsarup Inds Metals 

263.44 66.79 175.95 

123 Sharmishta Shah Edelweiss 
Capital Financial services 

6,065.46 2.89 175.29 

124 Vamanrai V. Parekh & 
family Nilkamal Plastics 

242.99 71.42 173.55 

125 A Tarachand Jain & family 
Refex Refrigerants Others 

268.96 63.88 171.81 

] 26 Devesh Chaturvedi 
Shardul Sec. Financial 

services 239.03 70.09 167.54 

127 Ashok Malhotra & family 
Panchmahal Steel Metals 

190.04 85.75 162.96 

128 Githa Shankar Brigade 
Enterprise Real estate 

1,893.13 8.34 157.89 

129 Nirupa Shankar Brigade 
Enterprise Real estate 

1,893.13 8.31 157.32 

] 29 Pavithra Shankar Brigade 
Enterprise Real estate 

1,893.13 8.31 157.32 

131... Satyavas Reddy & 
family Bartronics India 

Trading 401.21 38.94 156.23 

132 K. Narasimha Reddy & 
family KNR Construction 

Real estate 237.78 64.31 152.92 

133 Kumar C. Bhansali & family 
Classic Diamonds Jewellery 

238.32 63.95 152.41 


134 Ashok Hinduja and family 
HTMT Global 


IT-enabled services 659.78 22.81 
150.50 


135 Nitin M. Shah & family Nitin 

Fire Protection Others 509.92 

29.36 149.71 

13565 Soota Mindtree 
IT-enabled services 


1,265.41 11.5/ 146.41 


157 Mukesh Bhandari & family 

Electrotherm (I) Engineering 

499.70 29.16 145.71 

138 Subhash Ghai & family 
Mukta Arts Media & 

Entertainment 205.71 69.66 143.30 

139 Ashish Jain & family DCW 
Others 346.21 40.77 

141.15 

140 Suresh Kumar Patni & 
family Rohit Ferro Tech 

Metals 232.62 60.61 140.99 

] 4] Priyadarshan Mundhra eClerx 


Services I l-enabled services 


463.14 30.35 140.56 

]42 Anjan Malik eClerx Services 
IT-enabled services 463.14 

30.12 139.50 

]45 Gaurang Manhar Gandhi 
Pioneer Investcorp Financial 

services 299.72 45.53 136.46 


]4 Umesh K. Modi Bihar Sponge 
Metals 191.72 70.35 
134.87 


Mahabir Prasad Jalan & 
145.5, Ramkrishna Forg. 
Others 302.20 44.58 134.72 

P.S. Saminathan & Uma 
146 Saminathan Pyramid Saimira 
Media & Entertainment 868.23 
15.00 130.23 


] 47 Sudarshan Kumar Saraf & 
family Technocraft Industries 
Metals 164.25 73.61 120.91 
148 Divvyani A. Sarnaaik Glodyne 
Technoserve | |-enabled 
services 491.83 24.29 119.47 
149 Sivaramakrishnan S. 
Consolidated Construction 
Real estate 2,624.76 4.48 117.59 
150 B. Sarabeswar Consolidated 
Construction Real est ite 
2,624.76 4.45 116.80 
ll^ Gurnani Unitech 
Real estate 44,829.50 0.26 
116.56 
15 2 Ramesh Genomal 
Page Industries Textiles 


466.01 24.12 112.40 


HEMANT MISHRA 





153 Nari Genomal Page Industries 
Textiles 466.01 24.12 


112.40 


154 Sunder Genomal 
Page Industries Textiles 
466.01 24.11 112.35 
155 Gopal Kumar Jiwarajka & 
family Salora International 
Electronics 167.91 66.67 111.95 
156 Priya Khubchandani 
Edelweiss Capital Financial 
services 6,065.46 1.82 110.39 
157 Saroj N. Shah Nitin Fire 
Protection thers 509.92 
20.83 106.22 
] 3 8 Deepak G. Patel Ganesh 
Housing Real estate 1,068.34 
9.86 105.34 
159; M. Gupta 
J Kumar Infra Real estate 
169.42 61.55 104.28 
160 Kirpal Singh & family 
Dolphin Offshore il 
exploration 169.54 59.70 101.21 
16175 Yunus Sareshwala & 
family Parsoli Corporation 
Financial services 245.42 41.19 
101.09 


162 M. Raajhendran, M. 
Rajarathinam, M. Ravindran 
& M. Regunathan Raj Television 


Media & Entertainment 138.15 
72.48 100.13 


71 Davinder Pal Singh Kohli 
Koutons Retail Textiles 2,461.83 
14.57 358.69 


72 Gurmeet Singh Sawhney 
Koutons Retail 10x10 2,461.83 
14,52 357.46 


72 Bhupender Singh Sawhney 
Koutons Retail iextiles 2,461.83 
14.52 357.46 


7 4 Manisha Khetan & family 
Sunteck Realty Textiles 732.34 
48.34 354.01 


75 Archana Mittal Arshiya 
International Others 949.12 
36.28 344.34 


76 Ashok Kumar Bansal & family 
Hanung Toys and Textiles Others 
942.93 62.28 338.13 


77." Aman Kaur Koutons Retail 
Hes 2,461.83 13.72 337.76 


78 Somandari Bhupal & family 
GVK Power Infra | 


9,637.45 5.76 324.72 


Power 


79°. Bala Reddy ICSA (India) 
l-enabled services 1,741.20 
18.51 322.30 


8 Ram Saran Saluja & family 
SEL Mfg Textiles 486.15 64.50 
313.57 


8 ] G.V Sanjay Reddy GVK Power Infra 
2,537.45 5.38 303.30 


Power 


8l G. Aparna Reddy GVK Power 
Infra Power 5,637.45 5.38 
303.30 


8] Shalini Bhupal GVK Power Infra 
Power 5,637.45 5.38 303.30 


8 4 Trilochan Singh Sahney NRB 
Bearings Metals 382.84 73.59 
281.74 


85 Khilen Shah Akruti City Rea! 
estate 5,207.60 5.40 281.21 


R5 Kushal Shah Akruti City Rez! 
estaie 9,207.60 5.40 281.21 


8 D' Rushank Shah Akruti City Re; 
‘state 5,207.60 5.40 281 jou 


8 8 Ravi Ghai & Gaurav Ghai GL 
Hotels Hospitality 458.16 
59.71 273.57 


89 M.Y. Ghorpade 
Sandur Manganese Ferro Alloys 


360.06 74.80 269.33 


90 Indira K.P. Singh DLF 
Real estate 110,217.43 0.24 


264.52 


9] Nirmal Narendra Kotecha 
Pyramid Saimira \ledia & 
unment 868.23 30.19 262.12 


Enterta 


9 2 O.P. Agrawal & family Godawari 
Power & Ispat ictal; 464,98 
56.15 261.08 


97 Prakash Shah Allied Digital 
-enahled services. 1,373.24 
18.87 259.13 


Q 4 Vijay Agarwal & family 

Action Construct. Engincering 
679.53 37.41 254.21 
95^ D. Tanuja Reddy Tanla Solutions 


LT-enabled services 2,855.25 
9.28 246.41 


06 Vidya Shah Edelweiss Capital 
al services. 6,065.46 


Financi 


4.05 245.65 


97° Rikiin Bharot & family Atlanta 
346.29 70.55 


Envine E Le 


244.31 


Q 8 Gundavaram Venkata Bhaskar 
Rao & family Kaveri Seed Comp 
Others 383.66 60.98 233,96 


99 Rahul Bahri Unitech 
Realestate 44,829.50 0.52 
233.11 
100. Minoti Bahri Unitech 
Heal estate 44,829. 50 
0.52 233.11 
101: Indira Reddy & family 
Gayatri Projects Real estate 
422.03 55.22 233.04 
102 R.N. Galla 
Amara Raja Batteries 
Engineering 1,099.46 20.54 225.83 
103 Kalpesh M. Patel & family 
Kemrock Inds. Plastics 589.97 
37.96 223.95 


10 4 G. Bhaskara Rao 
Lanco Infratech Bes) estate 


8,644.32 2.57 222.16 


"Market capitalisation as on 31 March 2008. For details on the listing see Methodolagy. 


10 c L. Rajagopal Lanco Infratech 
ate 8,644.32 2.47 


Renal est 


213.51 


106." L.Sridhar Lanco Infratech Hegi 
esta e 8,644.32 2 46212.85 


106 L. Madhusudan Rao 
Lanco Infratech fen) cute 


8,544.32 2.46 212.65 


Annand Sarnaaik & family 
108 Glodyne Technoserve 
V P-enabled services 491,83. 43.090 
211.93 


10 Q Basudeo Agrawal & family 
Manaksia \ietal: 403.65 
52.09 210.26 


110 Jayanti Meghjibhai Patel & 
family Meghmani Organic 
Others 535.33 38.96 208.57 


111° .R.K. Reddy & Sons jai 
Heal estate 632,14 32.4 
204.88 


ll 2 Rashesh Kanakia Cinemax 
India Media & Entertainment 
295.82 68.14 201.57 


113 Sunder G. Advani & family 
Advani Hotels(1) | lospitalits 
411.81 46.99 193.51 
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ll 4 Mona Agarwal Action Construct 
ring 679.53 


Enginee 


188.50 


115“ K.L. p & family KLG Systel 
enabled services 855,63 
28.41 186.27 


ll 6 D S Chandra Mohan Reddy & 
family Prajay Engg, | 
1,126.76 16.42 185.01 


117 Sushil Suri & family 
Morepen Labs. Pharma 


43.48 184.11 


118 Dhilin H. Mehta Shree 
Ashtavinayak Cine Vision 310i; 


& Entertainment 370.85 48.55 
180.05 


Leal estate 


423.44 


] ] 9) Hitesh Oberoi Info Edge (India) 
Others 2,342.62 7.60 178.04 


] 2 0 Arbind Jayaswal & family 
s A Jayaswal Neco Meinis 361.79 


48.97 171.17 
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| ORBIT CORPORATION LTD 
VISION BEYOND THE OBVIOUS 


www.orbitcorp.com 


When the genius of the man is inspired 
by the spirit of the child, anything can happen. 
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Pablo Ruiz Picasso pioneered cubism, through which the miracle of his 
vision truly shone. In keeping with the finest of global visions, the Signature 
Orbit Realty Line redefines the meaning of inspired living -with Orbit Grand. 
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A luxurious 26-storey haven of tranquility, born of the redoubtable 
architectural genius of Hafeez Contractor, Orbit Grand carries an ISO 9001 
Certification and Green Building Compliance — as well as the iron clad 
‘Orbit Assurance" M , 














For a guided tour of your very own symbol of vision beyond the obvious, 
do mail us at salesQorbitcorp.com or call us on 91-22-3044 6910. 
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The Signature Orbit Realty Line. India's only International Address for the 
movers and shakers of today's global village. 


Orbit Grand 


Residential Tower 
Lower Parel 


COME HOME TO INDIA'S ONLY INTERNATIONAL ADDRESS. 


Corporate Office: The View, 165, Dr. Annie Besant Road, Worli, Mumbai - 400 018, India. 
Tel: «91-22-3044 6910 Fax: «91-22-2491 1028 Email: sales@orbitcorp.com 
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Art-ful Investor 


by Sumati Nagrath 


From a trainee clerk to a billionaire art 
sdealer, Ajay Seth has made a mark 
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N A CITY WHERE OSTENTATIOUSNESS RULES, 

Ajay Seth's single-storey home — amidst 

a crowd of multi-storeyed apartments — 

in Delhi's Preet Vihar looks rather odd. 

In fact, nothing about Seth — his house, 
car, clothes, not even his holiday destinations — 
gives away the fact that he is a billionaire. It is 
not until he begins to show you the art works he 
has collected that the extent of his wealth be- 
comes apparent. “I don't have a flamboyant 
lifestyle," says the mild-mannered Seth, whose 
collection includes works by Jamini Roy, 
Kishor Shinde and Thota Vaikuntam. 

As head of Copal Art — a company that has 
successfully launched three art funds since 
April 2006, the most recent one being worth 
Rs 150 crore — 53-year-old Seth is an outsider 
to India's art world. Rooted in Delhi's walled 
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city culture, he does not fit in easily with the 
wine-sipping, canapé nibbling sophisticates 
who crowd together at most gallery openings. 
As the son of an impoverished political worker, 
Seth started giving tuitions when he was barely 
14 to support his mother and two younger sis- 
ters. So without the cultural, social and eco- 
nomic capital that is so necessary in the world of 
art, how did he manage to succeed? 

It was in 1999 that Seth first got interested in 
art. By then he had risen from being a trainee 
clerk at DCM Shriram's Chawdi Bazaar depot 
and earning Rs 140 a month, to running not one 
but two successful businesses — a PET bottling 
plant and a personal care products unit. “My 
wife and I started visiting various gal- 
leries,” he recollects. Two things struck 
him during these visits: the lack of 
crowds and the reticence of most art 
gallery owners to talk to him. 

The humiliation of being treated 
like a pariah and being conned into 
spending Rs 9 lakh on worthless 
pieces of art — as he later discovered 
— spurred on Seth to work towards 
"democratising the art market". He 
still retains every piece of art work that 
was part of the Rs 9 lakh collection. “It 
is my learning,” he says. Seth learned 
more about art and realised that he 
could “make art accessible to the com- 
mon man”. Despite warnings, Seth de- 
vised a delivery-linked model of art fund, which 
is now into its third series. His faith proved to 
be well placed. Today, Copal is attracting several 
investors. Recently, a stockbroker from Mum- 
bai, picked up 1 per cent equity in Copal's art 
fund for Rs 3.5 crore. ^I have not had my com- 
pany valued, but those who have are saying it is 
worth around Rs 1,000 crore." That is a lot of 
money if you take into account that the entire 
contemporary Indian art mart is valued be- 
tween Rs 1,000 crore and Rs 1,500 crore. 

Meanwhile, his only concession to the display 
of his considerable wealth will be ready in a 
month — his new home, which is just down the 
road from the present one, but is *two and half 
times the area". He deserves it. 


SANJAY SAKARIA 








sumati.nagrath (a) abp. in 
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Mini Menon Govindraj Ethiraj 


Gone are the days when the slow and steady won the race. Success comes to those who make 
the right moves, way before the rest. For all your business moves, now get the bigger picture. 


Because, when we talk business, WE MEAN BUSINESS. 
Tune in now. 


www.utvi.com [SMS utvi to 59995 Available on TA ^ (Sky & Cable Networks 
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vd vl profile 


Work Is Fun 


by Manashwi 


Jay Singh of Hard Rock Cafe fame has made 
a SUCCESS of the business of nightlife 
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HEN JAY SINGH RETURNED TO 

India after 14 years abroad, 

he found, “the best bar (in 

Bangalore) was literally a 

garage with a liquor licence’. 
Singh did his O and A levels in Swiss schools, 
acquired a degree in Economics from Brown 
University, Rhode Island, and worked in New 
York for seven years. After that, he felt per- 
suaded to return in 1996 as head of India opera- 
tions for Atwood Richards, an American corpo- 
rate barter company. 

Missing a quality night life in Bangalore, he 
launched the gigantic night club 180 Proof, in 
1998. An experiment he combined with his day 
job, Singh admits it was a “pure learning game". 
*We were much younger and it was all about 
having fun.” Singh also tried out his other 
dream of setting up a value-for-money food 
chain, only to find it was a “terrible mistake” for 
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ONAIRES 


someone who preferred to be less hands or 
Shree Thaliwalla, Rasta Food and Shezaliz 
sprawled over a three-storeyed building in cens 
tral Bangalore. “I realised I didn't want to plas 
in a market where a 50 paisa movement ir 
say, the price of ginger, would affect mi 
margins,” says Singh. “In case you fail as 
something, you must acknowledge it ane 
learn from your experiences." 

Quitting his job at Atwood Richards i 
2005, Singh launched the high profile 
Bar & Lounge in Delhi, leaping into the 
big league and nurturing his other love - 
interacting with people. “Life in Delhi is 
lot rougher; almost like the Wild West." 

By September 2006, Singh had forme 
JSM Corporation and launched a franchi 
ise outlet of Hard Rock Café (HRC) in Mu 
mbai. JSM is the franchisee owner of F&J 
and entertainment brands Shiro, HRC 
Fratellis, IndoChine and Pitstop. “We did 
private equity placement last year that val 
ued the restaurant business at $30 million 
(Rs 120 crore), which today stands at $5* 
million (Rs 200 crore); he says. Singh ane 
his family still own more than 90 per cen 
of the company, which plans to launch 
series of niche hotels in the near future. 

Singh recalls finding *one big crumblin; 
shed" in the heart of Mumbai, and con 
verting the vast space into what is now the ele 
gant Shiro and vibrant HRC. He takes a certaii 
pride in the transformation ofthe site. "Design 
ing a new place from scratch is one of the rea 
sons why I enjoy starting a restaurant,’ he says 
Singh claims to have sought inspiration fron 
Gaudi while designing 180 Proof. If there wer 
an opportunity to go back to school, it is no 
hard to guess that Singh would opt for the stud 
of design and architecture. 

This father of a five-year-old takes yearly hol 
idays with his family, the last being to the Re: 
Hill Nature Resort in Ooty. An understate 
man, Singh enjoys good food, in particula 
Japanese cuisine and steaks. “Wherever w 
travel, dining out is a priority!” says Singh. Th 
other thing that drives him is cars. At times, h 
can be spotted in his favourite Porsche. 


SATHEESH NAIR 








manashwi.banerjee@abp.i 
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LIVE THE LEGEND. 





The Taj Mahal Palace & Tower 


Mumbai, India 
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The Jeading"Hotels of théWorld" 


A member of 


e 1903, we have defined the Mumbai skyline, combining contemporary luxe with historic charm, warmth and grace. Experience the legend. 
Tel: (022) 6665 3366 or (toll free): 1 800 111 825, email: tmhbc.bom@tajhotels.com or contact your travel consultant. www.tajhotels.com 
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Power of Small 


by Feroz Ahmed 
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E IS A MOST UNLIKELY BILLIONAIR 
The 37-year-old Manoj Upac 
hyay has gatecrashed the billior 
aires’ party without any goverr 
ment connections, any inherite 
capital or any fancy education — the resource 
his idols, Sunil Bharti Mittal, Azim Premji an 
N.R. Narayana Murthy possessed to start with 
The boy from the obscure eastern Utta 
Pradesh town of Basti, whose father worked in 
jute mill in Calcutta (now Kolkata) to suppos 
the family back home, and who had to walk 1 
km to reach his school, has covered a lot c 
ground in a very short time. In 2003-04, hi 
company, Acme Tele Power had revenues o 
Rs 36 lakh. Last year (2007-08), it hande! 
Upadhyay a profit of almost Rs 500 crore ans 
revenues of about Rs 2,000 crore. 
Upadhyay, directly and indirectly, owns 9' 
per cent of the company. Seven private equit 
firms, including Kotak Mahindra Capital, ow) 


MANOJ UPADHYAY 


COMPANY: Acme Tele Power 


BUSINESS: His company installs base stations 
for various telecom giants including Airtel. It 
also provides power-saving solutions to many 
companies outside India. 


NET WORTH: The company made a profit of 
Rs 2,000 crore in 2007-08. He plans to 
go public once the stockmarket recovers. 
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5 per cent and employees a 3 per cent stake. 
Quick wealth has failed to change Upadhyay. 

“I deal with my success and wealth by not 

changing at all,” he says. Thanks to his middle- 


class values, he sticks to his twice-a-day puja - 


and yoga schedule. No parties or networking for 
him. “I don't enjoy socialising,” he admits. “Even 
for business, I let my top managers do that.” His 
only holiday in the past five years has been a 
three-day trip to Ananda Spa in the hills 
of Uttarakhand. 

He hires people from IITs and IIMs, but 
wants to fund research and development at 
his alma mater, Government Polytechnic in 
Shahjahanpur, a small town about 150 km 
north-west of Lucknow, and hire engineers 
from there. 

Upadhyay’s only indulgence is automobiles. 
He owned a second-hand Mercedes E Class 
when he worked in Germany in the early 1990s 
for telecom power company Benning GmbH, 
and now, he owns a Mercedes S Class and a 
BMW 7501. 

Upadhyay owes his success to solving others’ 
problems in previously untried ways. “India is a 
land of problems and, therefore, it is a land of 
business opportunities,” he says. 


Hitting The Jackpot 

In 2003, mobile telecom in India was poised 
forboom and major telcos were preparing to go 
national. But they faced a big obstacle — acute 
shortage of power and extreme fluctuations in 
power supply outside metros. Sensitive elec- 
tronic telecom equipment needed to be in- 
stalled every 10-20 km that needed constant 
power, and consistent cool temperature. Bharti 
Airtel and its telecom infrastructure supplier 
Ericsson asked Upadhyay, who had founded 
Acme as a five-man engineering consulting firm 
in 2003, to come up with a solution to save 
power and improve power quality for its base 
stations. Initially, Upadhyay looked towards GE 


in the US for an idea, but came back disap- - 


pointed. “They advised us to install 120-kva 
UPS at sites that needed only 2 kva power sup- 
ply,’ he says. “We figured we had to work out an 
Indian solution to an Indian problem.” 


Upadhyay and his small team developed a- 


power interface unit (PIU) that worked on an 
electronic chip unlike the traditional motor- 
using voltage stabilisers. Airtel tried the unit at 
a Gurgaon village, and the telco was quite im- 
pressed with the quality of power correction by 
the new gadget and the 20 per cent power sav- 
ing that it gave. Airtel became Acme’s patron 
saint. It assured Upadhyay of paying for all his 
equipment within a week of delivery. That, 
combined with 60 days credit offered by ven- 








dors, meant Upad- 
hyay did not have to 
worry about capital. 
Today Acme's PIUs 
are installed at about 
50,000 base stations 
of various telcos. 

Having made billions helping telcos sa 
money on power and maintenance costs, Upa 
hyay is now offering alternative power to tele 
for their rural sites in the form of alkaline fu 
cells. He expects business to come from the a 
tomobile industry too, as oil prices are expect 
to go up in future. 

However, Upadhyay realises that the teleco 
network expansion will not go on forever. So, | 
is planning to offer his equipment for free ar 
charge for per unit of power used by base st 
tions. "We'll charge clients for running the 
sites and not for products," he says. "The ser 
ice-plus-upgrade model will ensure continui 
and growth of the business." 


Going Global 

Upadhyay has also gone global with power sa 
ing solutions. He sells shelter and power pro 
ucts to telcos in Sri Lanka, Bangladesh and se 
eral countries in Africa. In late 2007, Acr 
acquired a Norway-based telecom infrastru 
ture company, Reime Networks, which h 
presence in Europe and Africa. “While Afri 
has similar power issues as India, Europea 
can save on power cost by using our shelte 
that will absorb cold or heat during the nig 
when power charges are low, and eliminate t 
need to use power for temperature control di 
ing the day when power is expensive,’ he says. 

Upadhyay is modelling his approach on tk 
of Bharti Airtel’s Mittal. "Today, Bharti has 2. 
people with CEO capabilities,” he says. "We 
built a top management pool of about 50, 
whom 20 are foreigners." Also, he is committ 
to hiring people who are smarter than him, a 
empowering them. 

Upadhvay' progress so far has been smoc 
and without business conflicts, and he inten 
to keep it that way. "We try to make ourseh 
useful to others using our minds rather th 
clout," he explains. He is set to be a multi-b 
lionaire once he takes Acme Tele Power publ 
He almost did it late last year, but retreated ; 
ter the stockmarket weakened. He is waiting | 
the market to stabilise before trying again. 

“I get my kicks from solving seemingly kno 
problems in my area of expertise,” says Upa 
hyay. The money in the bank is a bonus, insi 
the boy from Basti. 
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START WITH A BIG DREAM, 
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HP Multi-function Printers. Dream Big. Achieve More. 


Great things happen to those who dream big. The HP Multi-function 
Printers support dreamers in achieving their goals. They enable you 
to print, scan, copy and fax with dreamlike ease. And once you add 
original HP cartridges for best quality prints, you have a machine 
that helps you dream bigger and achieve more. 
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Buy HP CARE PACK to extend warranty to 3 years. 
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Ghild At Heart 


by Janhavi Abhyankar 


Bansal has made a fortune by 
selling toys to children in India and abroad 





‘COMPANY 
Hanung Toys 
PROFESSION: 
India’s largest toy 
million toys a year 
Rs 338.13 crore 





Gover Story profile. 
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E BRING JOY TO A CHILD, WHAT 

can be a more satisfying busi- 

ness?" It is, perhaps, not an 

unexpected statement from 

Ashok Bansal, 50, chairman 

and managing director of Hanung Toys and 

Textiles in Delhi. Being the sixth of seven chil- 

dren born to a sugar and food grain wholesaler 

in Bathinda, Punjab, Bansal has always been 

surrounded by children. He has three of his own 

— two daughters and a son. Today, his company, 

the largest toy manufacturer of India, churns 

out 20 million toys every year under the ‘Play-n- 

pets’ brand, of which 80 per cent is exported to 
markets such as Europe and the US. 

Despite being part of a business family, Ban- 

sal went on to complete his accountancy (CA 

and CS) course in 1981, and started his own pra- 
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INDIA'S 
NEW 


ONAIRES 


ctice. But the businessman in him wouldn't le 
him be. “While practising as a CA I would go t 
audit big firms such as IFFCO and BHEL, an« 
be intrigued by their business models,” he says 
"L always knew I wanted to get into business." 

After practising as a CA in Delhi for eigh 
years, Bansal decided to turn entrepreneur, an« 
visited Japan, Korea and Hong Kong to stud: 
their markets. He zeroed in on mosquit: 
repellents and soft toys, but settled for the latte 
since he “always wanted to do a business wher: 
I would export something”. So, in October 199€ 
was born Hanung Toys in technical colla 
boration with South Korea's Hanung Limited 
Hanung, in Korean, means 'stem of a tree 
something that Bansal approved of. “If the sten 
is strong, the tree will grow well,” he say: 
philosophically. 

Starting with 100 people and 50 machines 
Bansal today presides over a Rs 500-crore to 
manufacturing company that’s growing at a 3: 
per cent clip. “There is no competition here 
since the market is highly unorganised,” he says 
Looking to diversify, Bansal entered the home 
furnishings market in 2005, after quotas were 
removed. This part of the business now com- 
prises 52 per cent of Hanungs overall revenues 
which is significant given the few years tha: 
Bansal has been in it. 

Despite his heavy schedule, Bansal remains ¢ 
child at heart, and takes great care to ensure hi: 
family doesn't feel left out. Weekends are spent 
at the family’s farmhouse at Manesar, and when 
the children are on vacation (they study in 
boarding schools), the family packs its bags and 
heads for “quiet places" such as heavenly 
Switzerland or serene Mauritius. While 
Bansal’s personal favourite is Interlaken in 
Switzerland, wife Anju — who has been work- 
ing in her husband's company since 2001 — just 
enjoys time out with family. “Vacations any- 
where are a pleasure; even if it is a relaxed 
weekend at home, I enjoy,” she says. 

Bansal, who donates some money to either a 
trust or an organisation that works for the poor 
every year, is a God-fearing man. He says, “Be- 
ing inclined towards godly things helps one 
work and understand the world better" He has 
certainly done that. 
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COMPANY: 
Thermax 


CAREER: A busi- 
nesswoman by 
fate, who changed 
an ailing company 
to one with profits 
of Rs 281 crore 





by Vishal Krishna 


HE YEAR 1996 MARKED THE BEGIN- 
ning of the reinvention of Anu Aga. 
Her husband, Rohinton Aga, passed 
away suddenly, leaving Thermax, 
the company he transformed from a 
small boilermaker into a leader in energy and 
environmental solutions, in Anu’s hands. This 
was a crucial period for Thermax as the com- 
pany was in the midst of going public. A mere 14 
months later, Anu's 25-year-old son Kurush 
died in a fatal car crash. If this wasn't enough to 
bring Anu Agas life to a shuddering halt, Ther- 
max began to unravel at its seams. 
The culture that Rohinton Aga had built 
within Thermax apparently couldn't deal with 
the complexities of an unplanned succession. A 


The Fighter Sı 


SATHEESH NAIR 


host of diversifications into other areas — such 
as co-generation of power, finance and software 
— either went belly up or began to flounder. 
Also, industries that relied on Thermax’s prod- 
ucts — such as capital goods and textiles — be- 
gan to see a downturn, further affecting the 
company’s revenues even as costs were increas- 
ing. The company’s market cap nosedived from 
Rs 990 crore in 1996 to Rs 186 crore in 2000. 
Today, Anu Aga is a posterwoman for Indian 
entrepreneurs and worth a whopping $1.1 bil- 
lion, according to Forbes magazine. Thermax’s 
turnover has ballooned to more than Rs 3,246 
crore. Its offices are sprawled across the globe — 
in China, the UK and the US — as demand for 
its heating, waste heat recovery and waste water 
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Managing culture issues, 
loss making units 

1 and diving market caps, Indian 
. entrepreneurs' poster- 

^ wOmlan showed grit and 
character in all she did 





solutions has been robust. From an abysmal 
| Rs 13 crore loss in 2001, Thermax posted a net 
.. profit of more than Rs 250 crore in 2008. 

How could Anu Aga accomplish all ofthis, es- 
pecially in the face of such overwhelming trag- 
edy? Aga turned to Vipasana meditation after 
_ her son’s death, which gave her the courage to 
< pick up the pieces and move on. Aga had origi- 
nally joined Thermax in 1985 as an HR head, 
but didn't have much ofa role in the operations 
. ofthe company. “My corporate life lasted only 
< 20 years,” says the 65-year-old Aga. “I never in- 
tended to work in the company; I was inter- 
ested in social sciences and ended up in the cor- 
porate by default" Nevertheless, she had to 
galvanise herself into action. Aga sacked the en- 
tire board — including daughter Meher 
Pudumjee — replacing them with fresh mem- 
bers in an effort to turn the culture of the com- 
pany around. She pruned employees, cut un- 
necessary investments in non-core businesses 
and hired the Boston Consulting Group to re- 
structure the company. | 

Despite her legendary success with Thermax, 
Anu Aga has always harboured another passion 
— inspired by Kurush. “For the past two years, 
education has become my priority,” she says. 
"This is where the company can make a differ- 
ence, and it was my son's wish that I did some- 
thing for children.’ 

She has convinced the Pune Municipal Cor- 
poration that Thermax be allowed to adopt a 
government school from this year. Vidyanike- 
tan, which comprises the best students from 26 
government schools in the Pune region, will be 
supported by the company for schooling up to 


the 10th standard. This programme is an initia- 
tive of the Thermax Foundation — the CSR arm 
of Thermax. Together with Akanksha — an 
NGO specialising in mobilising funds for edu- 
cating children — Thermax is also training 
teachers who will work in government schools. 

Anu has also conceptualised a programme 
called "Teach for India. The concept first began 
in the late 1970s in the US. Wendy Kopp.— the 
founder of "Teach for America’ — realised that if 
graduates were trained to teach and financially 
aided, they would go out and teach low-income 
communities. Thus, children in these communi- 
ties could be helped in realising their dreams of 
going to university, and perhaps, then making a 
difference to society. "This programme will be 
launched in India next year, says Aga. “I am 
busy travelling across the country to convince 
universities to realise the potential of improving 
our teaching skills through this programme.” 

Sitting in a green carpeted room in Thermax 
House in Pune, Aga is busy making calls to vari- 
ous corporates in an effort to convince them to 
support her cause. She says Kopp, who she 
knows personally, and Shaheen Mistry of Akan- 
ksha had inspired her to bring this concept to 
India. “I have been asked to be on the board of 
various firms. But I have said no to all of them. 
Instead, I am on the boards of various NGOs,” 
she says, laughing at the hassles of entering cor- 
porate life again. She also keeps herself busy by 
campaigning for women’s rights. The company 
for the past three years, has spent 1 per cent of 
its net profit each year on CSR activity. What 
happens to Thermax while she is neck deep in 
education issues? "Don't worry, says Aga. "It's 
in Meher’s hands. When she took over the com- 
pany in 2004, she was hesitant. But now she 
won't give it back to me even if I wanted it!" 

Under Meher, Thermax has gone through a 
second phase of growth. Initially, this chemical 
engineer from Imperial College, London, sta- 
yed away from corporate life, sighting her two 
children as priority. But on realising that her 
mother had had enough of helming the comp- 
any, she stepped in to fill her shoes. Meher is fo- 
cused on turning Thermax into a company 
driven by research. "Green technologies are the 
way forward for Thermax,” says Meher. “We 
need to spend more to innovate and with Dr 
Mashelkar, scientific advisor to the government 
— who is now on the Thermax's board — our 
direction towards research will be enhanced." 
Thermax’s fate lies in how its leadership conti- 
nue to innovate and grow. If Meher has her mo- 
ther's grit, resolve and nerves of steel, Thermax 
will be in more than able hands. 
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PARTNERS IN 
SUCCESS: 

Anu Aga (right) with 
daughter Meher 
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Shiv Nadar, 
whose networth is 
estimated at 
$3.90 billion, has 
an enviable art 
collection 
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HILE MOST PEOPLE GO THRO- 
ugh their lives contemplat- 
ing what they will spend on 
if they were billionaires, 
most of the real billionaires 
find themselves without a 
shopping list when wealth 

walks in through their door. This year, too, a lot 
of India's new billionaires are looking askance 
at their fortunes. They are far from acquiring 
Formula One or IPL teams or booking tickets to 
heaven on spaceships or even shedding their 
plain watches for the sophisticated tourbillion 
or minute-repeater watches. Many of them 
come from working class backgrounds and suf- 
fer guilt pangs on acquiring visible symbols of 
wealth. Many others are simple, hard working 
businessmen who have not had the luxury of 
leisure to develop a sense of living rich. 

"I deal with my success and wealth by not 
changing at all,” says Manoj Upadhyay, founder 
and managing director of telecom infrastruc- 
ture support company, Acme Tele Power. His 
companys revenues have rocketed to Rs 2,000 
crore from just a few lakhs. An astonishing 
change in fortune for a man who grew up in a 
small town of eastern Uttar Pradesh, Basti, 
where he had to walk 18 km to reach his school. 
He does not party or network because he says he 
is no good at it. “I’m a workaholic,” he declares. 

Stockmarket whiz Rashesh Shah is another 
flash billionaire who is yet to come to terms 
with the big bulge in his fortunes. He became a 
billionaire after the recent initial public offering 
of his firm Edelweiss Capital. He, too, is yet to 
consider leisure and luxury as lifestyle options. 


For Upadhyay, yoga and puja - 
twice a day are the only stress bus- 
ters. In the past five years, his only 
break from work has been a three- 
day trip to Ananda spa in Uttarak- 
hand. His way of announcing his 
new status was to buy a four-bed- 
room flat in a luxury apartment 
block in Gurgaon. His only treat 
to himself is a new BMW 750i car 
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ke A Splash 


While new Indian billionaires may be currently 
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understated, it may only be a matter of time 


to add to his two-year old Mercedes S Class. “I 
had a Mercedes even when I worked in Ger- 
many in the 1990s, albeit a second-hand one,” 
he points out. 

Even though American billionaire Nicholas 
Berggruen, founder and president of New York- 
based Berggruen Holdings, prefers to not own 
any material possessions including a house — 
he lives in hotels — buying a house and a car is 
typical of India's new billionaires. Art entrepre- 
neur Ajay Seth of Copal Art is giving his family a 
new, larger house, albeit still in the same middle 
class locality of Preet Vihar in Delhi. He, too, is 


upgrading his car in a small way — a Honda 
Civic replacing his Honda City. His Titan watch 
is staying put. Hyderabad-based realtor G.V.K. 
Reddy celebrated his arrival in the big league — 
his group bagged the Mumbai airport renova- 
tion project — by acquiring a Rolls Royce. 
Foreign travel comes next in the order of new 
billionaires’ lifestyle. Seth will be taking a vaca- 
tion in Paris this year. However, he insists that 
fun is for the family while he works on his con- 
tacts in the art world there. Shah has taken his 
family to Eastern Europe for holidays earlier, 
now he is looking to broaden his horizons and 
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travel in greater comfort. Toy tycoon A.K. Ba- 
nsal of Hanung Toys takes family holidays in In- 
terlaken district in Switzerland and Mauritius. 


Raising The Bar 
Philanthropy occupies the minds of the older 
set ofthe new billionaires. Bharat Daftary, the 
chairman and managing director of Bharat 
Serums and Vaccines (BSV), wants to sponsor 
the studies and sports of the orphan children 
whom he watches playing at the Oval Maidan 
near his Churchgate home. He is currently on 
the board of trustees of a school for slow learn- 
ers where his wife, Bhavna, has taught for many 
years. G.V.K. Reddy has sponsored India's top 
tennis player Sania Mirza since she was 10 and 
also funds a tennis academy in his home city. 
While many of the new billionaires are con- 
servative, or tentative about their wealth, there 
are a few with passion and panache, and they 
are using their new wealth to step up their 
lifestyle. Anand Jain of Jai Corp, for example, is 
on a 10-day wildlife safari in Botswana and 
Zimbabwe. Earlier, he had been to the North 
Pole by plane, but as part of a group of young 
chief executives from all over the world. On- 
Mobile’s Arvind Rao is buying a yacht to cele- 
brate his 50th birthday. He owned one in the 
early 1990s when he was based in the US. He is 
an avid sailor and has sailed from Colombo to 
Mumbai. He is planning a trip to Africa to 
spend some time with lion cubs and then travel 
on a trans-Siberian train. Though he still does 
not own a home in Mumbai, he intends to buy a 
house in Paris or London. 


Old Hahits May Prove Right 
Interestingly, most of the new billionaires are 
not very appearance conscious. Rao, for exam- 
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- Source: CapGemini/ Merrill Lynch Financial Advisor Survey, March 2007 i 
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ple, does not wear a watch or any jewellery and 
his wardrobe mostly consists of jeans and 
shirts. Upadhyay's style is also functional — for- 
mal shirt and trousers but no tie or jacket. Seth 
is hanging on to his Titan watch. 

That raises the question about the style and 
luxury quotient of the new Indian billionaires. 
and the optimism of the world's top luxury 
brands rushing to India for a piece of their 
growing fortunes. True, recent meetings of the 
Luxury Marketing Council in San Francisco re- 
flect that the recession is hurting even the rich 
in the US. That may be a big reason for the at- 
tention emerging markets are getting. 

Italian suit makers Ermenegildo Zegna and 
Brioni, which deliver hand-made Italian suits 
to Indian customers upwards of Rs 5 lakh a suit, 
are here. Sporty and lifestyle automobile brands 
— Porsche, Bentley, Lamborghini, Audi, Rolls 
Royce, Mercedes, BMW, and Ducati — are also 
here and Ferrari will join them by the end ofthis 
year. Yacht merchants now have an annual 
show in Mumbai and famed brands such as Fer- 
reti, Azimut and Princes can now be sampled at 
home. Business jet companies — Hawker 
Beechcraft, Embraer, Gulfstream — are queu- 
ing up to sell personal flying to India's new rich. 
Watch brands Patek Phillipe, Rolex, Jaeger Le 
Coulter, and Omega are easily available in the 
country now. Real estate companies from the 
Gulf, East Asia and Europe hold roadshows in 
India for properties back home. Surprisingly, 
not many of the billionaires admit to their fond- 
ness or craving for these status signifiers. 

Probably what can explain this paradox is 
that the new rich are coy about their liaisons 
with luxury. They want to avoid the stigma of 
being insensitive rich in a poor country that 
finds it hard to accept that it is possible to get 
rich without being crooked or oppressive. 

The trend is not isolated. According to the 
Spectrem Group, a research firm specialising in 
providing knowledge on affluent and retire- 
ment markets, households in the US with more 
than $5 million in disposable assets, not includ- 
ing the primary residence, rose by 26 per cent 
just in 2006. Many of these new millionaires 
are from the middle class, with middle-class 
values and are feeling the pinch. Not having in- 
herited money, they haven't inherited what may 
be considered bad spending habits either. 

Clearly, there are a lot of billionaires out there 
and a lot of money waiting to be channelised 
into discerning, though often discreet, consum- 
ption. Aspirational spending follows wealth 
generation, inevitably. There is only one way to 
feel rich — have something nobody else has! 
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Incredible India 


To feel refreshed, 
take a sip of 
Valparai. 





Tea Estate, Valparai 





A pollution-free heavenly land. An amalgam of majestic mountains, forests, 

exotic wildlife and tranquil tea estates. En route to Valparai, you bump into ==" 
the lion-tailed macaque, the Nilgiri and the common langur, Malabar giant squirrel, 
elephant, gaur, spotted deer, sambar, barking deer and wild boar. And the hills are 
home to elephants, boars, cheetahs and other wild animals. Everything is pleasant, 


except the feeling that you will have to head back home some day. 


Tamil Nadu Tourism 
Tamil Nadu Tourism Complex, No.2, Wallajah Rd., Chennai-600 002. INDIA 
For details on TTDC's attractive package tours 
with excellent accommodations and transport facilities 
contact Tamil Nadu Tourism Development Corporation 
Phone:*9| 44 2538 9857, 2538 3333. Telefax: +91 44 236 185 e-mail:ttdc(Ovsnl.com A, 
For online booking: www.ttconline.com websit: www.tamilnadutourism.org 
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T IS A TIDAL WAVE OF A DIFFERENT KIND. 
Forbes magazine's 2008 list of dollar bil- 
lionaires (people with personal net 
worth of $1 billion or Rs 4,000 crore and 
more) saw the number of Indians in it go 
up by a whopping 135 per cent — from 21 bil- 
lionaires in 2006 to 54 this year. Clearly, the 
stockmarket’s bull run (despite current volatil- 
ity) over this period has helped. As has the trend 
of globalisation of Indian companies, and in- 
flow into India of global equity funds’ investme- 
nts and private equity investments. Their dolla- 
rs have meant that the promoters of the entities 
that attracted such massive investments have 
gained on their personal networth as well. 
Besides, Forbes’ ranking methodology looks 
beyond holdings in publicly traded companies 
to include private investments, real-estate hold- 
ings and art collections as well. “In some cases, 
billionaires provided audited financial state- 
ments of their personal assets, which we then 
verified to the extent possible,” says the Forbes 
methodology, dated 5 March, on its website. 
Such a methodology naturally throws up 
some unexpected names. For instance, some 
honchos of pharmaceutical companies and IT 


737104 dollar billionaires 


by Rajesh Gajra 


companies that have not done well in the stock- 
market have found their names in the list — 
Gracias Saldanha of Glenmark Pharmaceuti- 
cals, Ranbaxy's Malvinder and Shivinder Singh, 
and Infosys’ top two officers Nandan Nilekani 
and Senapathy Gopalakrishnan. Videocon's 
Venugopal Dhoot's presence is also unusual be- 
cause Videocon has not been among the mar- 
ket's top shooters during the bull run. 
Moreover, one can cross-check the public 
holdings of the Forbes list members in only 
about halfthe cases, as the other half's holdings 
are not in the public domain. For instance, 
Cyrus Poonawalla's wealth would reflect his 
unlisted child vaccine maker Serum Institute 
and his co-ownership of a stud farm in Pune. 
Even in the case of listed companies’ individ- 
uals, it is not easy. For instance, when a pro- 
moter-shareholder of Unitech was consolidat- 
ing its holding in the company, it had to make 
an open offer as per the Securities and Ex- 
change Board of India's takeover norms. A pub- 
lic notice dated 24 December 2005 was issued 
for the cash offer for acquisition of Unitech's 
shares. In this notice, as one ofthe facts covered 
about the company's promoters, it was stated 
that the chartered accountant-certified net 
worth of Ramesh Chandra, co-promoter of 
Unitech, was only Rs 39.4 lakh (about 
$100,000). Forbes’ estimate, on the other hand, 
pegged Chandras net worth at $9.6 billion as of 
11 February, which makes one wonder. 
However, market fortunes have propelled 
some into the list. Flamboyant investor Rakesh 
Jhunjhunwala is among them. *His skill in 
picking the right businesses is the driving factor 
in the growth of his wealth,” says G. Ramachan- 
dran, head of global research group at ICICI 
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The number of dollar 
billionaires from India has 
grown by 135 per 


cent over two years 


Bank. Jhunjhunwala’s wealth is pegged at $1 
billion by Forbes, a feat not many investors 
world over could manage. “Once he has a con- 
viction, he acts on it without concerning him- 
self with what others say,” says C.J. George, 
managing director of Geojit Financial, in which 
Jhunjhunwala is a shareholder-director. “Num- 
bers aside, he gives a lot of importance to the 
quality of management of the company.” 

There are other industrialists of note in the 
list. Anu Aga, for instance. She has not only 
demonstrated her ability to run Thermax, but 
also kept the story going by effortlessly passing 
on the day-to-day management responsibility 
to her daughter, Meher Pudumjee. Besides, she 
was among a handful of Indian corporate lead- 
ers who voiced her anguish at the killings of 
Muslims in Gujarat in March 2002. In spite of 
intense political pressure on her ever since, Aga 
has been able to maintain her standing as a suc- 
cessful industrialist in the country. 

The real estate explosion in the country, too, 
has helped many tycoons from the industry get 
into the list — Chandra of Unitech, Chandru 
Raheja of London Stock Exchange's Alternative 
Investment Market-listed Ishaan, Rakesh Wad- 
hawan and family of Housing Development and 
Infrastructure, Niranjan Hiranandani of Hi- 
ranandani Constructions, Rajan Raheja of Ha- 





ompetition 


thway Investments and Vikas Oberoi of Oberoi 
Constructions. Of course, in the real estate mel- 
tdown that is happening now, their personal 
net-worth might have been partially eroded. 

Also in the list are some who have studied 
abroad and tried to implement their knowledge 
in business in India with success and a bit of po- 
litical patronage. Kalanidhi Maran is the only 
member on the list who is fully into media and 
entertainment. He bought Sun TV from his 
politician granduncle, M. Karunanidhi, and has 
since built it into the largest media conglomer- 
ate in southern India. “He redesigned the media 
business in the southern states and rightly 
sensed south India’s audience pulse,” says ICICI 
Bank’s Ramachandran. “For instance, he deliv- 
ered common southern culture content but in 
all the four southern India languages.” 

Self-made fortune makers in their respective 
businesses include Jignesh Shah, who made it 
to the billionaire list with a networth of $1.1 bil- 
lion. Shah, though, keeps a level head. “Market 
capitalisation-based billions go up and down 
with the market,” he says. “What matters to me 
is the innovation and focus on market infrastr- 
ucture creation, which creates a level-playing 
field for millions of Indians across the country.” 
Well, with the markets having fallen 10-20 per 
cent since the list was compiled, the number of 
Indians with over $1 billion networth could well 
be down by six to eight people today. 

While Indians are now firmly placed on the 
global list of billionaires, here’s a sobering tho- 
ught: India tops the list of the poorest, most il- 
literate and nutritionally-deficient countries. 
The country’s networth needs to go up, too. 
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Parryware Roca Private Limited 


ROCA DESIGN STORES: North: Bhatinda Verma Sales Corporation 0164-2254544, 3290855 » Chandigarh Pt. Khushi Ram & Company 0172-2795149, 
09815112233 * Delhi Goojar Mal Ganpat Rai Pvt. Ltd. 011-26959535, 26959455 + R C Gupta & Sons 011-29217451, 29211251 + Ramdhari Gupta & Sons 
011-25437476, 09811240722 * Gurgaon Goojar Mal Ganpat Rai Pvt. Ltd. 0124-4377753 + Jaipur Rahul Dec Home 0141-2376640, 0982901 7664 - Jalandhar 
Lovely Sanitation 0181-5086490, 09815633377 + Lucknow Ballabh Dass & Sons 0522-4041959, 2614484 + Ludhiana Stylish Bath 0161-5001512, 
2405612/498 * Noida M L Sharma & Company 0120-3268886, 09312231889 West: Ahmedabad Gujarat Enterprises 079-26852013/3479 + Kolhapur 
Karade Ceramics 0231-2644223/383 - Mumbai Dolce Vita Ceramics * 022-26373499 - Abhinav Buildmat Pvt. Ltd. 022-21724726/27 + Belleza 022-24924028/29, 
09821112828 -+ Ceramiche 022-32673918, 09821027602 + Vaishali Sanitation Pvt. Ltd. 022-25787128/29/30 - Sejal Encasa 022-28633383/84/85/86 
* H20 - The Bath Boutique 022-24389777/888, 09819500027 - Pune Mahavir Enterprises 020-25510501/02/03/04 - Sonal Ceramics 020-26450951/2481 
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3n ff you do rule it 


: Roca bath sui es are e created by world-renowned designers like David Chipperfield, 
Schmidt & Lackner, Belen & Rafael Moneo and Ramon Benedito. Their talent and 
technology from the world's leading bathroom solutions brand ensure that the 


world’s finest homes usually have a Roca bathroom. Designer bath. suites — - : 


Contact us: — —t€ www. rocaindia a.com 
: Raipur Ravi Traders 0771-2233391, 09425206175 - Sangli Deep Enterprises 0233-322274/5 18, 09822002590 « Surat Dhanush C 7 | à 
Bath Adorn* 0265-23715 uum. | East: Bhubaneshwar Garg Lifestyle* 0674-2580133 - Guwahati Sani Steels Pvt Ltd. 03 : 

* Kolkata B. P. Agarwal 033-24484398/4590 - Hindustan Enterprises 033-40017985 + Patna Luxury Bath 09431019326, C 29150 « Silly 


0353-2777205 South: Bengaluru P C. Sampath & Co. 080-25729838 « Siddharth Ceramics (A Division of Ram Ceramics) 080-22244961, 222 
09341225745 + Calicut Paarol Enterprises* 0485-2744660, 09447184660 » Chennai Cosmo Floor 044-24502324 - PRESENCIA 098410 
044-28342525, 31003311 « Vaigal Sanitation 044-439 ee * Coimbatore Beautywares* 0422-4368363, 09865735333 - ita 


* Kannur Lifestyle Gallery 0497-2726577, 0984701030 
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We'll help you have them fired...up! 


Even star managers with fire in their bellies do 
often face the slip between the cup and the lip 
- the gap between knowledge and knowing is 
as ancient as wisdom itself. So how do you fix 
the bugs and get them fired up, to face the 
challenges of the global marketplace? 


Presenting 


THE GREAT LAKES 
POST GRADUATE GLOBAL 
EXECUTIVE PROGRAM IN 

MANAGEMENT [PGXPM] 


A fast track leadership two year course 
(hitherto known as the Global Executive MBA 
program) - that transforms today's star middle 

and senior managers into globally ready 

business leaders of tomorrow. 


What's great about the PGXPM program? 


B 2 m. * World renowned faculty from leading 
E k ae US, Asian & Indian B-schools 
d 5 qe * Unique program design focused 
on Capability Building 
* Individual country-based/ 
vertical-based dissertation 
* 1500 hrs of rigourous learning over 2 yrs 


* Optional international country 
visit in the last trimester 


* Sponsors of last batch includes Caterpillar, 
Google, Nokia, CRISIL, HDFC, Godrej & Boyce, 
Citicorp, HCL among others 


Interested in putting your budding leaders through 
the grind? Do get someone to talk to Somashekar 
or Archana at *91 44 4312 3126 / 27 or email us at 
emba@greatlakes.edu.in and know more. 


E 





^ 


INSTITUTE OF MANAGEMENT, CHENNAI 


2415 








ea R” ov Me | 
Se vile » www.greatlakes.edu.in 
Research Collaboration Academic Collaboration MOU 
mem iini e | I 7 > 
PARTNERSHIPS: YALE Stuart , SEN anyang 
wt UNIVERSITY Graduate School of Business 7"* Technological University 


GEMBA Office: New No. 19, Old No. 25, North Mada Street, Srinagar Colony, Saidapet, Chennai - 600 015. Ph: +91 44 43123126 / 27. 
Registered Office: No. 24, SouthMada Street, Srinagar Colony, Saidapet, Chennai - 600 015. Ph: +91 44 42255855, 42168228 
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The non-lister 
billionaires range 
from criminals to 
politicians to tax 
evaders. 


MAGINE UNDERWORLD DON DAWOOD 

Ibrahim. Do coloured diamonds, exqui- 

site cigars, Italian made-to-order shoes 

and collectors' Swiss watches seem far 

removed from the ‘owner’ of D-com- 
pany? Maybe India's most-wanted man could 
buy a private jet (he might need it for a quick 
getaway) painted in bright gold too. Sure, he 
won't be rubbing shoulders with India's corpo- 
rate elite the Ambanis and the Mittals, and 
Forbes may find it hard to collate authentic data 
on his net worth, but Ibrahim and several of his 
contemporaries are almost certainly billion- 
aires, but D-Company is not listed. Like they 
say, "Behind every great fortune is a crime.” 

Yes, there are several super rich people who 
will never make it to any ofthe rich people rank- 
ings, even if they are billionaires; those benefit- 
ing from criminal activity belong to one cate- 
gory. Then there are those in the political class: 


A the others 


Shadowy Wealth 


Sani Abacha, former president of Nigeria 
comes to mind. And there are those who consi- 
der themselves legitimate businessmen locked 
in a repressive tax regime, who seek to salt away 
their money in tax havens across the world. 

BW's methodology for listing this year's billi- 
onaires, like most others, is based on wealth 
generated from listed companies. Our list 
therefore doesn't capture the sources of wealth 
other than market capitalisation — such as agr- 
icultural land or unlisted companies. A large 
number of billionaires exist outside this pool. 
Several that inhabit the grey areas between 
legitimate business and criminal activity, at one 
end of which is Ibrahim: in businesses which 
generate enormous amounts of money such as 
lotteries and gambling, even legalised gam- 
bling. They will never make it to any list. 


Neither will several wealthy politicians. Despite 
the khadi clothes, everyone believes politicians 
are rich, never mind the disclosures in their 
mandatory filings before the Election Comm- 
ission (EC). Now, they are being more open 
about it, even if the figures are understated. 
Some examples are egregious, others not so. 
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HARMONY DISTRIBUTORS PVT LTD: Authorized & Exclusive Distributors - Cross India : 
HARMONY | 


MARMINT | 502 & 504, Presidential Plaza, L.B.S. Marg, Ghatkopar (West), Mumbai - 400 086 
|! Tel.: +91 22 4061 8080 Fax : +91 22 4061 8081 E-mail: cross@harmonydist.com 
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SECRET STASH: 
Benami holdings 
account for much of 
untracked wealth 


Wd s the others E 


Former Uttar Pradesh chief minister Mula- 
yam Singh Yadav admitted a net worth of Rs 1.3 
crore to the EC. That's not stopping the income 
tax department from investigating if Yadav 
owns any large chunks of Rs 15,000 crore held 
as public deposits in a chit fund run by a Luc- 
know-based super-rich entrepreneur. A UP 
leader is also widely suspected of substantial be- 
nami ownerships in a large UP-based sugar 
company and a massive Noida-based packaging 
products manufacturer. A sitting senior cabinet 
minister is suspected of pumping the millions 
he is making in illicit, under-the-table transac- 
tions into one of the world's top DVD makers, 
headquartered in Noida. 

UP Chief Minister Mayawati is not averse to 
acknowledging her wealth. She paid an advance 
tax of Rs 15 crore in December 2007, which puts 
her income for last financial year to be upwards 
of Rs 60 crore. The Dalit leader — always be- 
jeweled with sparkling diamonds and rich silks 
— claims her wealth is made up of donations 
from her followers paid in denominations of 
Rs 5 and Rs 10 as a token of their "love and af- 
fection" for her. She told the EC she owns four 
bungalows in Delhi. But Mayawati, is a rarity, 
even ifthe sources of her wealth are dubious. 

Why is it that we have an expectation that all 
politicians must be poor? It may have to do with 
our history: the image of Gandhi and his conte- 
mporaries, which somehow has been trans- 
muted that today's rich politician could only be 
corrupt. Yes, in a country with millions below 
the poverty line, flaunting wealth could be 
problematic. But poor people are poor, not 





stupid. And a success- 
ful politician is the 
kind they hope brings 
the talents that made 
him rich to address 
their problems. 





Tax Repression? 

Going offshore has its own set of difficulties. 
Take Jet Airways, in which a Maratha strong 
man is alleged to have a stake. At one time, the 
airline was also accused of receiving funds from 
the D-company, which had also led to delays in 
the US granting it permission to fly in. Accord- 
ing to Jet, the equity of the company — other 
than that sold in a public offering — are held by 
a company incorporated in the Isle of Man, and 
owned by the airlines chairman Naresh Goyal. 

But after months of investigation, the NDA 
government gave Jet Airways a clean chit over 
the controversy of its ownership and the alleged 
links to the underworld; its inquiries hit a dead 
end in the Isle of Man, where the banking se- 
crecy laws are stringent. The US has also 
cleared the airline, and it now flies to several 
American cities. Suspicions persist, however, 
since the government still doesn't know all the 
owners ofthe airline. 

When it comes to tax havens, it is almost im- 
possible to draw a distinction between what 
constitutes money fleeing a repressive tax 
regime and what constitutes illegally obtained 
money. Benami holdings in shell companies 
help politicians in nexus with savvy business- 
men to park their not-so-clean earnings and 
hide asset ownership from prying taxmen. For a 
price, investment banks will help create com- 
plex webs of transactions to confuse the audit 
trails — all in the name of being ‘tax-efficient’. 

About 20 million shell companies that enjoy 
high levels of privacy are established in the 
country every year says The US General Ac- 
counting Office says that several million shell 
companies are incorporated each year, and In- 
dians are likely to have floated several. 

A report of the US Senate Banking Commit- 
tee found that Citigroup helped some of the 
world's *most corrupt" people— Raul Salinas, 
the brother of former Mexican President Carlos 
Salinas, Asif Ali Zardari, widower of Benazir 
Bhutto, El-Hadj Omar Bongo, the dictator of 
Gabon and oil-rich Nigeria's dictator General 
Abacha — with their money. The report criti- 
cised others such as JP Morgan Chase, Bank of 
America and Bank of New York. You just won't 
find the people these banks are supposed to 
have helped on next year's Forbes 400 list. 
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Raj Kanwar. A family man with four dependants, an aged mother, wife and a school- 

1g child. Being the only earning member of his family, he earns Rs.10,000 per month. 
whas XYZ Credit Card but is unable to repay the dues. He now receives calls from 
wovery agents and lawyers. 


& is typical of many consumers today. Irresponsible use of credit facilities and a relative low 
lareness of the workings of sophisticated financial products have made such situations 
imon. Most people do not plan their spending. They do not save for rainy days and 
yreseen situations as medical expenses, marriages, education, and maintenance of 
merties, loss of job or losses in business. 


he modern financial world, consumers desperately need Financial Counselling. It is 
alling to note that a major portion of disposable incomes are used by many to repay debt. A 
e percentage of credit card holders owe more than about 20 to 25 per cent of their annual 
yme. With such startling statistics, education and awareness is needed, particularly for the 
)wing issues: 


Budgeting and saving 
Choosing, using and repaying credit like housing, auto, personal loans and credit cards 


Modern products introduced by banks and financial institutions e.g. Debit Cards, Demat 
accounts, Mutual Fund products, etc. 


BIAN SCENARIO 
wy consumers look resourceful and prosperous. Starting their adult lives with a healthy 
ncial status, they end up in a financial mess a few years down the line. Even household 
ings are relatively low. Consumers don't analyse their repaying capacity before borrowing. 
*y are often caught in debt traps and the resultant follow ups by banks and financial 
itutions for recovery, looks like harassment. Instead of apportioning their incomes to meet 
Mre/emergency expenses, they end up with multiple loans for housing, automobile, 
wsehold appliances, furniture, holidays to foreign locations and thus, live beyond their 
wans. Their hidden pride does not allow them to admit their ignorance in financial 
magement. Many consumers feel it is wasteful to spend precious time in investment 
isions, which should be left to the experts. They simply sign documents at the places 
irked without attempting to read their contents or understand what they are signing. The 
suse of lack of time often causes ineffective and poor financial decisions. Many a time they 
ashamed of seeking help to manage their finances. 


SHA FINANCIAL COUNSELLING 

CI Bank has established their financial counselling centre, DISHA with the objective of 

easing awareness about financial products and services and promoting better 
Jerstanding and decision-making. Part of their Corporate Social Responsibility activities, 
HA provides free counselling, financial education and debt management services to 
nsumers, irrespective of whether they are an ICICI Bank customer or not. 


SHA, managed by seasoned retired bankers of commercial banks and Reserve Bank of India, 
already present in Ahmedabad, Chennai, Delhi, Hyderabad, Kanpur, Ludhiana and Mumbai. 
"S DISHA «city to 53030 for address or visit www.dishafc.org details. 











" FREQUENTLY ASKED QUESTIONS 


How is DISHA related to ICICI Bank? 

The Disha Trust has been setup under the aegis of 
ICICI Trusteeship Services Limited. It is a Corporate Social 
Responsibility initiative. These centres have been established 
across the country for providing free credit counselling, financial 
education and debt management services to consumers. 


Why did ICICI Bank decide to setup DISHA? 

The bank realised that there was an increase in personal 
consumption in the country over the years and also unexpected 
developments affect the people. As a result, they have to strain 
themselves financially to meet their obligations. Setting up Disha 
was the perfect solution: wherein one-to-one counselling and 
financial advice could be offered to customers. 


Do | need to be an ICICI Bank customer to avail of these 
services? Is there a cost attached? 

No. This is a free-service available to everybody and anybody in 
need of it, even to customers of other banks. 


What is DISHA? How can ! learn more about DISHA? What is 
the website address? 
DISHA Financial Counselling centres offer one-to-one 
counselling and financial advice ‘free of cost’ to all customers. 
The three broad services offered are: 

1. Financial Education 

2. Credit Counselling and 

3. Debt Management 
Guidance on proper use of consumer credit and basic money- 
management skills such as savings, budgeting along with tips 
on using credit responsibly is what visitors to these centres 
can expect. Detailed information can be obtained from 
www.dishafc.org or by visiting any one of our centres. 


How will DISHA benefit me? 

Disha will benefit the public by increasing awareness about 
financial products, thus promoting better understanding and 
informed decision making. The centres will assist consumers 
through a personalised approach to financial education, credit 
counselling and debt management. 


Does DISHA have a helpline/phone number? 

At the moment, DISHA does not have a help line or call centre 
number. But centres have local telephone numbers that you can 
call to reach and speak with our counsellors. Alternatively, 
sms DISHA to 53030 and the Disha counselors will call you back. 


Are you selling anything at DISHA? Do you sell ICICI Bank 
products at Disha? 
No. 


Do you offer loans at Disha? Will you help me by lending me 


money? 
No. 


Ahmedabad Chennai Delhi Hyderabad Kanpur Ludhiana Mumbai 


Financial Education 





JISHA)» 


1ancial Counselling 
vvvvw.dishafc.org 


Walk in for free counselling. 







Credit Counselling 


-= Debt Management 
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A Catalyst of Holistic 
Development 





Xavier Institute of Social Service (XISS), Ranchi has 
emerged as a premier management school and centre of - 
excellence in social research, planning, and personnel 
management during the last five decades. Here we present 
excerpts from an interview with Fr. Dr. B. Ekka, S. J. 
Director, XISS who has led the Institute to newer heights 
while consolidating the existing programmes and 
capabilities: 






















How XISS is different from any other 


Business School in the country? 


XISS was established with a mission of 
integrating academics with social action so 
as to empower the marginalized and 
vulnerable segments of the society. We try 
to develop professionals who are down to 
earth, having deep concern for fellow human 
beings and sense of responsibility towards 
society. For this, they are attuned to the 
deeper aspirations of the common people 
for justice and see their training as a 


preparation for true service to the 
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| groups. The present thrusts of the 





| How XISS contributes toward: 
|. Development Resource Centre are | entrepreneurship development 
| : 


revitalization of Panchayti Raj For the last thirty years, XISS iniu: : 


What: hind r bed s| 

ore | 
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Institutions and capacity building of 

| prey i | keen interest in entrepreneurship 
i 
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a projects: does xiss 
. take up? Den a 
C We envisage ı research a as an effective 
T means of holistic development. Our real 
- focus is on displacement and — 

; rehabilitation m the coal mines, dams development Rural E MAE — 
- ike Koel-Karo, Chandil etc. - — —- Development Institute — 
railway lines, and) po we plants | F Courses Offered Fo works as an affiliate of XISS C 

LS All our research projects are g a nw RI. 


NGOs working in Jharkhand. 


| 
The Development Resource Centre has | 
executed à great number of projects in ' 


development as a means of social | 


















the (PG Diploma in Personnel Management — vou om riou ge 

f (Since 1955) - andi vanishing. communities. s 
| | rmen, — The PGDPM course is equivalent to MBA as per - Aftert training, 2 XISS s supr ports: c v 
velopment ofi appro rate — AICTE Approval which aims at preparing young and facilitates the trainees to : c ~ 
? technology for the rural folk i an ee P n the challenges in Human | | es tablish their small scale | D 
- pove rty era dication an d ; Resource Management. 
-: capacity building. So iis we i: j 
. have completed 100 0 research "| 
- : projects. Besides, we also 5 
c conduct socio-economic study, - 
| i impact evaluation, social audit, : - 
D social assessment, - 
c communication need 
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The PGDRD course is recognised by AICTE. The ud o voe 
course has also got a certificte by the Association et ieu agencies oe p 
of Indian Universities. "Industrial Development Bank o 
- of India (IDBD, Industrial | e s 
PG Diploma in Information Management . Finance Corporation of India vo 
(Since 1980) . (FCD, Industrial Credit & 

The PGDIM course is recognised by AICTE. The - Investment Corporation of. ) 
organisation and structure 0 [ the course Comprises . India (ICICD, Department of - - b 
three phases : The Core Curriculum; The Summer i Duy 
Tues Daems nad TAR ein Cason Aewke . Science & Technology, 
Training Programme and Focus on Specific Areas x 
of Management. U overnment of India and 2 
- all Industries Development S 























W dd Bank, UNICEF, NTPC * 

NHPC, DVC, Aditya Birla 4 PG Diploma in Finance / Marketing 

Group, Tata bra of^ D (Since 2003) | tud d 

: industries etc. | vod The PG Diploma courses are recognised by AICTE. us euro oo 

ee qm o p Marketing and Finance are two separate courses. om sd om 
The Marketing Course has been specifically designed D E 
to build and enhance conceptual and application : Whata ar € the future plan s 4 cp 
oriented understanding of marketing. Finance course e | 
isis bin ju e pancis boni ane Decision- ; We wish v stren gthen « our | 
Making; Fund Positioning and Investment e | ; 
Management, Insurance and Risk Management and existing academic, research ma. 
International Finance and Banking. E intervention Pap 
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[ We also run Women s s Helpline and | 
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here cant 
þe painless 


INDIA'S FINANCE SECRETARY D. SUBBARAO IS NO 
stranger to crisis. The LAS topper of the 
1972-batch was a joint secretary in the 
Department of Economic Affairs,at the 
Ministry of Finance during Mese Peas 
the then-finance minister Manmohan Singh 
had initiated India’s economic reforms. 
From Day One (May 2007) of Subbarao’s 
current stint in North Block, bad news 
anging from inflation at a seven-year high 
to warnings from the Prime Minister's 
Economic Advisory Council of industrial 
growth slowing to 8 per cent has trickled in 
to his modest-but-neat chamber. So) 2n 
economic crisis too become the launch pad 
for the second-generation of reforms e 
alumnus, of, ILI-kKaupur andga Ph.D in 
Ecortomics explained the o *matro-' 
economic signals and their implications for 
India to BW’’s Puj ehra. Excerpts. 
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| RA j A „Our Tiama concern Bes bur and will 





am continue to be, maintaining the current 


jue of expansion of the economy, if not 
accelerating it. There's a view that the growth 
| momentum of the past five years is running 

| out of steam. I don't agree. India’s current run 
-of growth is structural rather than cyclical. In 
the short-term, our central concern is reining 
in inflation. In a democracy, an inflation rate 
|o 8.75 per cent raises serious challenges. 





We are watching the inflation neis 
æ and the underlying trends closely to see 


where the pressures are coming from and how 
_ best to manage them. Managing inflation 


without hurting the growth prospects is a 


-delicate balance. People often ask about the 
-priority between growth and inflation. There is 
no doubt that managing inflation is the top 

- priority. We are also monitoring investments, 
-both domestic and foreign. We are looking at 

. the investments in the pipeline. Investment 

| intentions seem to be firm, notwithstanding 
the global downturn. India's current 
 investment-to-GDP ratio is about 37 per cent. 
- We need to raise that further, while improving 
-the productivity of the economy so that the 


-same investment generates higher growth. 


Another variable we are tracking is the 


exchange rate — a double-edged sword. An 


appreciating rupee is good for imports, and 
allows the government some fiscal space. A 
< depreciating rupee is good for exports. 
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B a defaults or of any scaling back of 


| investment in the SME sector. I must admit 

E though, that we do not track individual SME 
investments as much as we do large projects. 
“Some defaults are inevitable. We should worry 
~ only if the default rate exceeds the norm. 





i pre me make it "dear that tthe RI RBI a 
da a independence i in monetary policy. I 





; believe their recent decision to raise the CRR 


and the repo rate are appropriate given the 
current high levels of inflation. 





There will be a significant increase in 
a the subsidy bill as well as in the 
quantum of bonds that we may have to issue. 
We will table the figures in Parliament. 





QD won nt t call it grid but the bill is 
going to be significantly higher than the 
budget estimates. When oil prices go up as 
they have, there's no painless way of making 
adjustments. I will be less than honest if I 
claim we can get by with marginal tweaking. 





-Byw way "ofi increasing the liability of the 
m government, as also the debt servicing 
obligations on a continuous basis. There will 
be an impact in the credit markets. We have 
got into this practice of showing liabilities not 
accompanied by immediate cash outgo below 
the line. l 
Admittedly, this is a questionable practice, 
but it has been going on for several years now. 
In acknowledgement of this, the finance 
minister has indicated he will seek a revised 
road map for fiscal adjustments from the 
Thirteenth Finance Commission (TFC). 







IS. 


a to E the deficits above the line? 

» The TFC report is expected in October 

a 2009, after the general elections. The 
new government will have an obligation to 
improve the transparency of fiscal accounting. 










em of: 3- G secti isa timo 
a sizeable source. The Department of 
Telecom is working on resolving the 
outstanding issues before going forward to 
auction 3-G spectrum. Substantial 
disinvestment proceeds beyond what is 
indicated in the budget are unlikely. 





_ Governance eom a are Sena. m 

s = second-generation reforms, which are a 
continuous endeavour. The Centre could push 
the first-generation reforms, macro-economic 
in nature, by itself. The second-generation 
reforms need to permeate through the states 
and the district administrations. I understand 
there is improvement in the delivery of social 
services and accountability systems. 
Nevertheless, there's a long way to go. 
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Increasing 
prices and 
fewer jobs 
make 
recession 
inevitable 


by David Dapice 


IT SHOULD SURPRISE NOBODY THAT THE HEAD OF 
the US Federal Reserve says he's worried about 
inflation. With gasoline, wheat and corn prices 
double, and diesel, heating oil and rice prices 
about triple levels of last year, others are wor- 
ried too. But the US consumer price index is up 
only 4 per cent or so in the past year, and long- 
term bond US rates are also only 4 per cent, sug- 
gesting much less concern about inflation. 

While astronomical food and fuel prices are 
easy to put into headlines, the shrinking num- 
ber of jobs, falling real wages, and continuing fi- 
nancial fallout from bad mortgages and other 
loans all wait for their chance to grab attention. 
Should a sensible person worry more about 
crazy prices of oil or losing her job? Or both? 

Growth in real GDP has been slow but not 
negative so far in 2008. The Federal Reserve 
states that two consecutive quarters of declin- 
ing output — shorthand for a recession — are 
unlikely now that financial pressures are easing. 
That means that banks and other lenders are 
learning to manage their huge mortgage losses 
and normal inter-bank borrowing is coming 
back. They point to the low interest rate of 2 per 
cent, the weak dollar helping exports and the 
fiscal stimulus package. No doubt they hope 
that some home foreclosures will be avoided by 
various schemes to write down problem mort- 
gages to a realistic level. 

Explanation for puzzlement ends here and 
analysis of the perfect storm must begin, with 
an examination ofthe mounting pressures 

Many economists are still doubtful. After all, 
crude oil prices will probably average $50 a bar- 
rel higher than in 2007, and at 20 million bar- 
rels used a day, that is subtracting $1 billion a 
day from purchasing power, most of which goes 
to foreign suppliers that buy little from the US. 
Meanwhile, home prices are down, consumer 
net worth dropped $1.7 trillion last quarter, 
wages are growing less than inflation and jobs 
are being lost. Merrill Lynch estimates that 
these negatives will subtract $775 billion this 
year from consumer spending — four times the 
stimulus package the Bush administration 
offered to citizens. 


Aor uem v 


A Sense Of 
oreboding 


Meanwhile, the Fed's concerns with inflation 
mean that interest rates could soon start inch- 
ing upward. Yet, these factors do not cause as 
much worry as continuing concerns with the fi 
nancial system. Right now, one in 11 US mort- 
gages is in default or in foreclosure. While sub- 
prime mortgages delinquencies are particularly 
high, there's a rapid rise in regular mortgages 
falling behind. Many analysts believe that hous- 
ing prices will continue to fall and falling prices 
tend to increase the percentage of bad house 
loans. Many auto loans will also go under: high 
gas prices made SUVs and trucks less popular, 
and for many, the amount owed is worth more 
than the value ofthe vehicle itself. Home equity 
loans, credit-card balances and small commer- 
cial bank loans are all on the watch list. In a bad 
but plausible scenario, hundreds of billions 
more in bad loans could emerge and cause im- _ 
mense problems for banks and other lenders. | 
This would tend to become self-sustaining and 
cause a recession or worse, 

US exports are doing well in response to a 
weak dollar, but this is offset by the soaring 
price of oil. Taking January to April 2007 and 
2008, non-oil exports rose $55 billion while 
much larger non-oil imports rose only $20 bil- 
lion. So, the non-oil trade deficit shrank by $35 
billion. But oil imports rose by $55 billion, more 
than offsetting the entire non-oil improvement. 

Virtually all of the increase in oil import cost 
was due to rising prices. If the dollar weakens, 
oil prices could go up even more. The trade 
deficit is running at a rate of $700 billion a year. 
This is a large amount, and it would take a de- 
cided fall in oil import volume and/or prices for 
this to decrease by much. It's unclear how much 
longer a deficit at these levels can be financed 
without further depreciation of the dollar or 
higher interest rates. US policymakers are in a 
pickle if they want to inject further stimulus, es- 
pecially from the monetary side. 

Ifthe rest ofthe world economy kept growing 
fast and helped US export growth, the economy 
might thread this needle. But the EU and Japan 
look likely, as does the US, to grow only about 
1.5 per cent a year in 2008 and 2009, with per- 
haps most risks in the forecasts to the downside. 
Meanwhile, China is also concerned with infla- 
tion and tightening monetary policy — its stock 
market recently plunged 7 per cent in one day. 

But the jumps in prices of food, fuel and some 
other raw materials have been so high that even 
with a small weight in total output, they have 
pushed up prices and caused social disruption _ 


in several countries: truckers have blockaded ~ 


shipments in Spain; a government fell in Haiti 
and demonstrations against reducing fuel sub- 
sidies in Malaysia and India all suggest that 
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prices do not ‘simply’ adjust. Meanwhile, the In- 
ternational Energy Association predicts that 
while demand will be less than it had forecast, 
so will supply, and perhaps to a greater degree. 
Investment banks predict $150 or $200 per 
barrel oil prices that would cause immense 
pain, while food production looks shaky with 
too much rain in the US grain belt and drought 
in Australia. Given the low levels of grain re- 
serves, it's quite possible that there could be yet 
another round of punishing price increases in 
grains, meats, milk, eggs, and other foods. 

Bottom line? There could still be significant 
price pressures even if economies are soft or in 
recession. We seem to have come back to the 
| future with the threat of stagflation. 

But, as Mark Twain once said, history doesn't 
repeat itself and instead rhymes. True stagfla- 
tion requires that labour and management 
agree that inflation is likely to continue. This 
leads to a wage-price spiral, and labour ac- 
counts for most of costs. However, wages and 
fringes like medical insurance and pension pay- 
ments are rising only 3 to 3.5 per cent per year, 
while productivity seems to be increasing by 2 
to 2.5 per cent a year, so labour costs are not ris- 
ing much. If labour continues to suffer real 
wage losses while oil and food prices rise, mar- 
kets and consumers will adjust. In rich coun- 
tries this will mean smaller cars, living closer to 


work, more use of public transport and less 
grain-fed meat. In poor countries, that do not 
subsidise, the adjustments could be more 
painful. Many fuel-saving or oil-producing in- 
vestments or adjustments should come on line. 
These changes may take a few more years, but 
they will come. The steps to improve yields will 
take even longer, and so food prices may prove 
even more troublesome than oil. 

So, there are real financial dangers ahead that 
might be hard to avoid, and if oil prices headed 
up to $200 a barrel soon, it would be impossible 
to avoid a world recession or worse. It is fasci- 
nating to speculate why prices are north of $120 
a barrel now — are fuel subsidies leaking out to 
other countries? Are national government in- 
vestors speculating in oil? Are investment 
banks and hedge funds buying up contracts? 
Perhaps, these mysteries will eventually be un- 
raveled. But for now, the world can only try to 
adjust. And unfortunately for many in poorer 
countries, it might mean adjusting to one mea- 
gre meal a day. 








David Dapice is associate professor of 
economics at Tufts University and the 
economist of the Vietnam Program at Harvard 
Universitys Kennedy School of Government. 
Reprinted with permission of 
YaleGlobal Online 
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BURNING OUT: Global 
recession might be 
unavoidable if oil prices 
reach $200 a barrel 


Business Beat 





R.I.P. Indian 
Pharma Inc. 


by rajeev dubey 


THE SINGH FAMILY’S DECISION TO SELL OUT OF 
India’s largest drug maker Ranbaxy Labora- 
tories has met with an assortment of reac- 
tions ranging from surprise to shock at how 
badly national pride has been dented. Many 
are still foxed about when and how Ranbaxy 
switched from being a predator to prey. But 
what most fail to acknowledge is how badly 
Ranbaxy needed a white knight, and how its 
current state is really a reflection of the stun- 
ning demise of the pure-play generics model 
in the global pharmaceutical space. 
Ranbaxy has acquired nine companies 





generics space can not remain globally com- 
petitive if they don’t diversify into areas like 
patented products, biologicals and bio-simi- 
lars. The hard reality is that the revenues of 
Sandoz and Teva, the two largest global 
generics companies, are still lower than the 
annual revenues of the world’s largest selling 
patented drug Lipitor. Innovators or gener- 
ics-innovators like Teva are gobbling up pure 
generics companies like IVAX. Israel's Teva 
Pharmaceuticals, the global role model of 
the evolution of generics companies, already 
earns over 20 per cent of its revenues from 
patented products. That's the way to be. Not 
that Ranbaxy didn't know this. It is India's _ 
biggest spender on pharmaceuticals re- 
search, sinking Rs 428 crore, or 8-9 per cent 
of revenues into R&D in 2007. But it has a 
dismal pipeline to showcase in return. 
Ranbaxy has failed to develop new chemi- 
cal entities (NCEs) that could have excited 
the market or investors. Its most advanced 
research product is in the low-end space of 


since March 2002, building a debt burden of The demise anti-malarials. Comparatively, even a late- 
around $400 million. Its current revenues of the pure- comer like Glenmark Pharmaceuticals has a 
and profitability aren't contributing enough x better pipeline comprising products in high 
to pay off this debt any time soon. In Q1 play generics potential areas such as asthma, diabetes and 
ended 31 March, net profits rose 7 per cent business multiple scelerosis. 

year-on-year to Rs 153 crore while consoli- In pharmaceutical terms, poor pipeline of 
dated topline grew 3.75 per cent. Hence, its has caught NCEs today translates into a bleak future for 


ability to leverage its balance sheet for inor- 
ganic growth was remarkably constrained 
unless the promoter family was willing to di- 
lute its 34.8 per cent stake — by itself an un- 
likely scenario without risking a hostile 
takeover attempt. 

Financially, there couldn't have been a bet- 
ter time for the Singhs to exit. They got a 
price that was 32 per cent higher than the reigning stock 
price in the market at a time when global pharma valuations 
are uncharacteristically low following rising drug develop- 
ment costs and fewer innovative drugs. The market-capitali- 
sation weighted AMEX Pharmaceutical index designed in 
1991 with a base value of 200, is at 286 today after peaking at 
372.37 on 7 May 2007. 

But, more importantly — and this is most crucial — the 
pure-play generics model is dying globally. Generics are get- 
ting increasingly commoditised and the cost of launching 
generics has also been growing. So, thoroughbred generics 
companies are finding it extremely tough to sustain margins 
in the wake of a global onslaught from unknown entities in 
developing nations. It now transpires that the pure-play 
generics model, around which most of India's $8 billion 
pharma industry has developed, is not sustainable by itself. 
Former Ranbaxy CEO D.S. Brar says that those only in the 


Indian 
pharma 
companies 


off-guard 


the next 10-15 years. According to Siddharth 
Maheshwari, Practice Head, Companies, 
Datamonitor India, the Singhs pulled out 
because, "their pipeline is very low. India is a 
fragmented market. Ranbaxy has tried hard 
to increase its domestic marketshare, but re- 
mains at under 5 per cent." 

Ranbaxy would have had to rely on py- 
rotechnics like patent challenges and first-to-file applica- 
tions to keep its head above water. "They probably believe 
that in this enterprise game (of selling off) they are better 
off; says Maheshwari. Clearly, winning 180-day exclusivities 
or getting favourable judgement on patent challenges were 
good for nationalistic fervour but were eventually too erratic 
for sustainable growth. Indian pharma majors who have 
built their businesses around the pure-play generics model 
have had a lead time of nearly two decades to modify their 
business models. But most got into the act just 5-7 years ago. 

Unfortunately, the global dynamics have changed faster 
than most had anticipated, catching them off-guard. India’s 
largest pharma company has already succumbed to this 
power-play. It won’t be long before others with weak NCE 
pipelines will be faced with this harsh reality. 


rajeeodubey (a) abp.in 
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I Wil roundtabl 


The Energy 


Principles 





Sudipta Das 


*The builder does 
not reap the benefits 
of cost reduction in 
green buildings, 
hence, the lack of 
initiatives by pro- 
moters” 





Mili Majumdar 


“Green products 
have a market pro- 
vided the costs 
equal benefits be- 
cause Indian build- 
ing industry is 
very cost-sensitive” 


ENERGY SAVED IS ENERGY GENERATED. THIS IS THE 
maxim for an age that totters on the brink of a 
global energy deficit. The solution to a deepen- 
ing environmental crisis is not a move away 
from technology, but towards it. Indeed, the way 
to a greener planet runs through technological 
innovation. How do we achieve energy maximi- 
sation? How do we construct ‘green’ buildings? 
How can we make them feasible? Do we need 
legislation, or is awareness the key? Rajeev 
Dubey and K. Yatish Rajawat steer a debate 
around these questions with industry leaders 
and experts: Mike Thompson, director of envi- 
ronmental affairs at Trane; Pankaj Gupta, coun- 
try manager at Trane; Mili Majumdar, associate 
director of sustainable building science at The 
Energy Research Institute (Teri); and Sudipta 
Das, director of environmental services at Ernst 
& Young. Excerpts: 


Rajeev Dubey: Maybe we can start with an ode 
to the incandescent bulb. What do you think of 
the demise of the incandescent bulb? Are other 
countries going to take the cue from the US? 
Mike Thompson: There is a tremendous oppor- 
tunity in the lighting industry for savings, not 
only with CFLs (compact fluorescent lamps) 
which have replaced the incandescent bulb, but 
also with LEDs (light-emitting diodes). LEDs 
are more durable, more environmentally effec- 
tive and use less energy than CFLs. In one re- 
spect, we are getting rid of the incandescent, 
but I'd like to look to the future and see what 
LEDs can bring, and what more opportunities 
we might have for additional savings. 

Dubey: Pankaj, your thoughts on the demise 
of the bulb? 

Pankaj Gupta: Of course, there is an opportu- 
nity after this; CFL saves so much energy. So 
probably this demise should be looked at as a 
birth of a new future. 

Dubey: One fascinating thing I have read about 
is light-transmitting bricks. Apparently, there is 
a Belgian technology, which is commercially 
available, called Caltron. This seems to be one 
ofthe biggest initiatives in trying to build green 
buildings. Mili, any thoughts on how soon can 
these become mass-usage products in develop- 
ing green buildings. 







UN 





Mili Majumdar: When we talk of 'green de- 
signs, it is more of an integrated design ap- 
proach in which the architect plays an equal 
role as a systems provider. So in terms of prod- 
ucts, they definitely have a market, provided the 
costs equal benefits, because the Indian build- 
ing industry is very, very cost-sensitive. Even for 
LEDs, I would say, we have a long way to go in 
terms of costs. When we talk of the incandes- 
cent lamp vis-a-vis CFL, again it is an approach 
in silo. CFL is not the only solution. In fact, 
tubelights are more efficient than CFLs. So, it's 
not really only about a lighting technology per 
say; it's about integrated design approach. 
Dubey: What is the largest component of run- 
ning costs of a building? 

Majumdar: If you take the total lifecycle of a 
building, the initial cost is about 2 per cent. 
That's the global average. If you look at an air- 
conditioned building, 40-50 per cent of energy 
cost is on account of the air-conditioners (ACs), 
20 per cent on account of lighting and the bal- 
ance would be other equipment on an average. 
Dubey: What will be the most crucial areas for 
constructing such ‘green’ buildings? What can 
be done to ensure these buildings are change 
ready? Should such plans be looked at the stage 
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of construction? 

We have to 
start right from the design 
stage. In India, most of the 
commercial buildings are 
made by someone, and used 
by someone else. The builder 
constructs a building and sells or leases it to a 
buyer or a tenant. The benefit of cost reduction 
is not obtained by the building promoter, hence, 
the lack of initiative at the promoter's end. 

K. Yatish Rajawat: If you have to give it a push 
so that builders realise this is a better way of 
functioning, will it come from the regulatory 
side or through awareness? 

Dubey: Sudipta was making a point that there 
is no incentive for the builder to make a green 
building. It only increases the cost, and there 
are no immediate savings in contructing it. So, 
somebody has to push it somewhere. This 
roundtable is one way of pushing an idea 
through, but, is there a regulatory way to do so? 
Has it been done in other parts of the world? 
Thompson: There are some regulatory ways 
and minimum performance standards. Some 
countries, such as Australia, and even the US, 
are beginning to see if a government facility is 
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renting a space in a building, 
it must be a green building. I 
think there are tremendous 
benefits to the owner. One of 
them is the resale value of the 
building. 

Das: In the past two years, 
energy-efficient buildings are catching up and 
regulation helps. But, commercial reasons are 
better drivers. Some of the green buildings also 
qualify for carbon credits. That is one more area 
of revenue for the owner of the green building. 
Thompson: The cost of putting up a green 
building is much less today than it was 20 years 
ago, because we now have more widespread ac- 
ceptance, mass production of materials, etc. So, 
every year we get closer to a point that makes it 
more realistic. 

Dubey: Do you think green buildings will be 
driven better by regulation, or by use? 
Majumdar: There are regulations in India. All 
buildings which are more than 20,000 sq mts. 
and townships that are more than 50 acres of 
built-up area have to seek mandatory clearance. 
Also, the Bureau of Energy Efficiency has 
brought out the Energy Conservation Building 
Code (ECBC), which is voluntary as of now, but 
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ENLIGHTENING: 
(From left) Sudipta 
Das of Ernst & Young, 
Rajeev Dubey of BW, 
Mike Thompson of 
Trane, Mili Majumdar 
of Teri and Pankaj 
Gupta of Trane. 
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Mike Thompson 
"Lighting innova- 


tion is shaping up 
very fast. One area 
that is still untou- 


ched is computers" 


Pankaj Gupta 
"There is a lot of 
potential 

of lowering energy 
consumption 
through heat 
recovery" 


there are plans to make it mandatory. 

Dubey: In terms of running the building, which 
component is showing maximum improvement 
in terms of efficiency? 

Majumdar: Energy, of course. 

Dubey: What are the constraints in using solar 
energy? One does not see it being used much. 
Majumdar: In India, we are using solar energy 
in two ways in buildings. One is the solar ther- 
mal application for water heating, which is 
mandated in several places. This is cost- 
effective and a proven technology. But solar 
photovoltaics is a technology that is still evolv- 
ing. It is still not cost-effective. At a solar hous- 
ing project coming up in Kolkata, they are try- 
ing to work with the regulator that if you 
generate energy on the roof and push it back to 
the grid, then you get a better cost of electricity 
from the grid. Such innovative financing mech- 
anisms would give such projects a push. 
Dubey: Progress in terms of efficiency is slow. 
Any great technologies coming up? 

Das: We have technologies coming which 
greatly reduce energy consumption in air-con- 
ditioning. A lot of green buildings coming up in 
India today use these technologies. Technolo- 
gies that make the cooling system, the chillers, 
the blowers more efficient. 

Thompson: It is also important that different 
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components of a building work together. If I am 
putting in efficient lighting, more insulation 
and more efficient windows, it will reduce my 
air-conditioning load and allow me to have a 
smaller air-conditioner, which will help me 
consume less energy. We've learned that early 
planning is a must in case of green buildings. If 
we get involved in early stages and think about 
how these things operate together, there are lots 
of areas where we can save. 

Das: One of the difficulties we face now is that 
we do not have too many architects or building 
designers who can design a green building. We 
need more architects and planners with green 
building solutions. 

Gupta: Teri’s GRIHA gives certain points for 
using renewable energy. Probably, if those 
points are increased, it will give a stronger push 
to the market. . 
Majumdar: I don't think that would be enough 
of a driver. My apprehension is about building 
integrated use of photovoltaic (PV) panels, 
which is very popular in Europe. It also comple- 
ments their need, as Europe and the US have 
heating-dominated requirements. So, if you are 
replacing your atrium with a PV panel, you are 
getting the heat and using the roof as a heat ele- 
ment. Both things are complementary. 

But India has cooling-dominated require- 
ments. So if you put too much of atrium spaces 
for the sake of using PVs, then you are also 
adding that much of heat to the space, which 
you remove through air-conditioning. So, on 
the one hand, you are putting renewable energy, 
and, on the other, you are increasing energy 
consumption. These design issues have to be re- 
solved at the planning stage. 

Dubey: Countries such as Germany give a fairly 
high subsidy to home owners who install photo- 
voltaic panels or are turning their buildings 
‘green’, using material which is bio-degradable, 
and putting in waste disposal systems. The Ger- 
man government subsidises up to 75 per cent of 
the cost of the photovoltaic panel. We don't 
have anything ofthe sort in India, do we? 
Majumdar: One such programme of ours has 
recently been resumed. But it is limited only to 
government buildings. The Ministry of New 
and Renewable Energy has programmes for fa- 
cilitating such initiatives. In the private sector, 
it may become difficult to manage funds, hence, 
the delay in implementing. 

Thompson: We have to be cautious about hav- 
ing a product which is reliant on government 
subsidy for it to be viable, because as a manufac- : 
turer I have to be careful as that subsidy may 
not be available some day. 

Rajawat: If 40-50 per cent energy costs in a 
building are from air-conditioning, have there 
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been any attempts to improve the efficiency of 
the technology? 
Thompson: The air-conditioning industry is 
not an industry with huge jumps in technology. 
We progress slowly over time. The large chillers 
that we have today consume about half the en- 
ergy than some 20-30 years back. That's a 
tremendous improvement, but it is very, very 
slow. I do expect the industry to improve fur- 
ther, although not in huge leaps. In an air-con- 
ditioning system, there are many different com- 
.ponents. Many times those components are 
bought from different manufacturers. We put 
in a lot of effort to look at how those compo- 
ments can operate in conjunction with one an- 
other. Again, this is early involvement process. 
We may be able to consider not only operating 
‘costs, but installed costs too. It might require us 
.to think differently than we did 10-15 years ago 
in designing air-conditioning systems. But if we 
do that it can even cost you less money if you de- 
sign it in a smart way. The controls continue to 
get better each year. 
Das: Even on the domestic side (window ACs or 
split ACs), I think the cost has come down for a 
one-tonne or one-and-a-half-tonne AC in the 
‘past three years. Also, there is huge competition 
among manufacturers today about energy con- 
: sumption, in terms of per tonne of cooling. 
Dubey: HVAC (heating, ventilating and air con- 
-ditioning) has not evolved yet. For instance, 
lighting is seeing a lot of technological at- 
tempts, including the use of optic fibre to trans- 
nit light and bringing natural light into the 
room. How soon do you see any of these tech- 
‘nologies becoming commercially viable and af- 
fordable for housing units? 
"Thompson: I think lighting innovation is hap- 
pening very fast. One area that hasn't been 
touched is computers, as these increase the load 
on air-conditioning. I don't think theres much 
competition at all in developing computers and 
monitors that use less energy. People are more 
focused on bigger and faster computers and not 
as much on energy consumption. 
Gupta: One area of technological advancement 
which needs to be explored more is that of heat 
recovery. There is so much potential of lowering 
energy consumption through heat recovery. 
Dubey: Our greatest hope so far is solar energy, 
where we have some amount of acceptance. 
"Thompson: Yes. You see more and more people 
-doing that. The challenge that we have with so- 
laris that it is not quite reliable and you need to 
have a back-up. This means that you have to put 
two separate systems. Technologies which re- 
quire back-ups will be slower to catch on. 
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Is Indian Real Estate Sector still 
| phoria? —a Reality Check 


Real estate in India has been touching new heights 
year on year despite several hurdles like interest 
rates hikes, rising inflations, US recession 


















| By Alok Srivastava 


eal estate in India 
has been touching 
ew heights year on 
year despite several hurdles like 
interest rates hikes, rising infla 
tions, US recession fears or even 
ignited crude oil prices. Driven 
by unprecedented growth in Indi 
an economy, real estate in India has 
been booming for over a decade now. 
| If industry sources are to be believed, 
| this upward graph has no sign of coming 
down or even lying flat for few more yeats 
to come. 

Though the higher interest rates have a 
cooling effect on Indian economy that was 
overheated but the overall growth statis 
tics of Indian real estate industry have 
not changed much. Howevet, the Indian 
economy already appears to have taken 
a bit of rest from its impressive growth 
shown since half a decade. High inter 
est rates and high real estate prices have 
created demand resistance from the end 
users. Demand has slowed down a bit 
across the country. Unabated price rise in 
real estate has stopped and in fact prices 
have corrected in several pockets. This 
development is healthy for the long term 
sustainable growth of the real estate sector. 
In addition, outlook on the Indian Econ 
omy continues to be positive. The GDP 
growth rate is expected to be in the range 
of 8 10% per annum over next few years. 
This will lead to robust growth over 20% 
per annum in the Indian real estate sector. 
However, the sector may witness volatility 
while achieving the growth. This mid term 
volatility will throw huge opportunities for 
long term investors. The interest rate hikes 
and inflation have not left any impact on its 
accelerating growth and Indian real estate 
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prices on long 
term ^ aspect. 
The long term 
growth story for real estate remains 
intact as it was earlier. 
The Real growth story in Indian realty 
The Indian real estate sector witnessed a 
revolution in past, driven by the booming 
economy, favorable demographics and lib 
eralized foreign direct investment regime. 
It is growing at a scorching rate of 35 per 
cent; the Indian realty sector is estimated to 
be worth US$ 15 billion and is emerging as 
one of the most appealing investment are 
as for domestic as well as foreign investors. 
Global players have lined up investments to 
the tune of US$ 10 billion and the industry 
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T” real estate in India has been booming over a 
decade nom. If industry sources are to be 
believed, this upward graph has no sign 
wes coming down or even lying flat for 
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is also attracting 
international ar 
chitects and planners. 
The Government of India 
opened the construction and de 
velopment sector in February 2005 and 
allowed 100 per cent foreign direct invest 
ment in order to spur investment in the vi 
tal infrastructure sector. By doing this, the 
lucrative parts of the Indian realty market 
have been opened to global investors. 

The development of real estate in In 
dia has taken place in two primary areas: 
retail/ commercial and residential. The glo 
bal real estate consulting group has ranked 
India 5th in the list of 30 emerging retail 
markets and predicted an impressive 20 per 
cent growth rate for the organized retail 
segment by 2010. The organized segment 
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Real Estate and Infrastructure 


Development in India 


is expected to grow from a mere 2 per cent 
to 20 per cent by the end of the decade. 

The boom is also attracting interest 
from foreign players. In recent years, non 
resident Indians (NRIs) have played a very 
important role in transforming the Indian 
real estate market. Opening up of the In 
dian economy provided them with new 
opportunities and they have shown a great 
deal of confidence in the changed set up. 
The second largest employing sector in 
India (including construction and facilities 
management), real estate is linked to about 
250 ancillary industries like cement, brick 
and steel through backward and forward 
linkages. Consequently, a unit increase in 
expenditure in this sector has a multiplier 
effect and the capacity to generate income 
as high as five times. 

Key factors for the sustainable growth 
of Indian realty 

Rising income levels of a growing mid 
dle class along with increase in nuclear fam 
ilies, low interest rates, modern attitudes to 
home ownership and a change of attitude 
amongst the young working population 
from that of ‘save and buy’ to ‘buy and 
repay’ have all combined to boost housing 
demand. The rise of the middle class (500 
million), Non Resident Indians investing in 
Indian realty, Foreign Direct Investment 
entering the market, expansion of MNCs 
and Indian multinationals, proliferation 
of educational institutions, growth of IT, 
BPO, food processing & health care all 
these ate the factors responsible for the 
growth of Indian realty. 

According to a study done by housing 
research firm there will be demand for over 
24.3 million new dwellings for self living in 
urban India alone by 2015. Consequently, 
this segment is likely to throw huge invest 
ment opportunities. In fact, an estimated 
US$ 25 billion investment will be required 
over the next five years in urban housing, 
says a report by Merrill Lynch. 

Simultaneously, the rapid growth of the 
Indian economy has had a cascading ef 
fect on demand for commercial property 
to help meet the needs of business, such 
as modern offices, warehouses, hotels and 
retail shopping malls. Growth in commer 
cial office space requirement is led by the 
burgeoning outsourcing and information 
technology (IT) industry and organized re 
tail. For example, TT and ITES alone is es 
timated to require 150 million sq. ft across 


urban India by 2010. Similarly, the organ 
ized retail industry is likely to require an ad 
ditional 220 million sq. ft by 2010. 

In the residential segment, availability 
of easy home finance and rising purchas 
ing power has driven the growth. Builders 
are launching high end, lifestyle residential 
products to cater to the growing bunch of 
high net worth individuals. In residential 
sector there is housing shortage of 19.4 
million units out of which 6.7 million are 
in urban India. 

In the retail segment, the country has ex 
perienced mushrooming of retail projects 
across the cities. Specialized shopping 
malls & multiplexes have become the order 
of the day. 

Global Investments in Indian 
realty sector 

With the significant investment oppor 
tunities emerging in this industry, a large 
number of international real estate play 
ers have entered the country for their in 
vestment in real estate and infrastructure 
projects in India. They are keen to boost 
it further in one of the fastest growing 
economies in the world. 

Leveraging on Indian Realty by Global 
Capital Market 

The boom in the real estate industry has 
attracted a large number of realty funds to 
tap into this market. According to Cush 
man & Wakefield, foreign investors have 
raised nearly US$ 30 billion since March 
2005 for investing in Indian real estate. 

Prominent global players like Carlyle, 
Blackstone, Morgan Stanley, Trikona, 
Warbus Pincus, HSBC Financial Serv 
ices, Americorp Ventures, Barclays and 
Citigroup among others have all already 
checked into the Indian realty mar 
ket. The real estate mutual funds re 
in both private and public i? 
sector will go a long 
way in attracting ES 
funds from p 
small 
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investors who emphasize on certain return. 
Investment in the Indian realty market is set 
to increase to US$ 20 billion by 2010 with a 
boost from Real Estate Mutual Funds and 
Real Estate Investment Trust. 
The Growth Path 

With the economy surging ahead, the 
demand for all segments of the real estate 
sector will continue growing with balanced 
pace. The Indian real estate industry is 
likely to grow from US$ 12 billion to US$ 
90 billion in by 2015. Given the boom in 
residential housing, IT, ITES, organized re 
tail and hospitality industries, this industry 
is likely to see increased investment activ 
ity. Foreign direct investment alone might 
see a close to six fold jump to US$ 30 bil 
lion over the next 10 years. According to 
industry estimates, the real estate industry ~ 
in India has been growing at 33 per cent 
CAGR and could be a $50 billion industry 
in the next 5 years. The upturn straddles 
all the major sectors of the industry such 
as commercial, residential, retail, industrial, 
hospitality and healthcare. 

The real estate market in India is yet in 
a nascent stage and the scope is simply un 
limited. It does not resemble a bubble that 
will ever burst. An unhindered sustainable 
growth of Indian realty for the next twenty 
years is almost sure. Which is why, transi 
tory economic encumbrance does not mat 
ter for its steady growth. Needless 4 
to say that the future of In 
dian real estate industry is 
promising no mat g 
ter what e | 
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Water problems washing 
away your day? 








Are the water problems at home swimming in your head? Whether its 
uneven water pressure in your shower, apartment or the entire building, 
Grundfos has just the perfect water boosting solution. Grundfos’ 
original water boosting solutions are supported by the widest and most 
efficient service network. So you, your family and your neighbour can 
enjoy even water flow across all outlets, at any time of the day. 
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Shower Booster CH Water Pressure Multi - Pump Water Pressure Booster 
Booster 
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SMS PUMP TO 55050 or call Toll Free No. 1800-345-4555. 

Grundfos Pumps India Pvt. Ltd., 118 Old Mahabalipuram Road, Thoraipakkam, Chennai 600 097. Tel: 044-2496 6800. 
Fax: 044-2496 6969. Ahmedabad: 098240 99618. Bangalore: 080-2649 2660. Bhubaneswar: 099370 34044. Cochin: 098474 28872. 
Coimbatore: 099949 28872. Chandigarh: 099157 71490. Delhi: 011-4222 6090. Hyderabad: 040-2341 8435. Kolkata: 033-2554 0299. 
Madurai: 099401 12407. Mumbai: 022-2686 0706. Maldives: +96077 93720. Nagpur: 099701 57702. Pune: 098233 22309. 
Surat: 098210 67238. 

For Sales Enquiries: salesindia@grundfos.com; Service Enquiries: serviceindia@grundfos.com, Visit us at www.grundfos.in 
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. onfident Group is a Multi 
Ad Crore Real Estate Conglom- 
erate in India. Today, Con- 
.fident Group has forayed 






«@ into various markets 
Infrastructure, Hospitality, Aviation, 
Entertainment, Education and Health- 
care with investments both in India and 
Abroad. The real estate market in India 
particularly in the South where there 


are many players in this segment is in- 
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complete without the name of Conf- 
dent Group being mentioned. It can be 
stated that Confident Group is one of 
the most premier Real Estate Developer 
in India, with its commitment and strict 
adherence to quality, innovation and el- 
egance. 

Confident Group is a very prominent 
name and has a uniquely diverse multi- 
domain portfolio that covers Townships, 
Villas, Apartments, Software Towers, 
Commercial Buildings, IT Parks, Hotels 
and Resorts. Confident Group is cur- 
rently in different stages of implementa- 
tion of 63 large projects, and the total 
projected turnover from these projects is 










“Confident Group is promoted on the firm belief that “Customer is 
First”. If you look at each and every product of Confident Group you 
would find this philosophy being immensely applied in all our activities, be 
it the International homes that we create, the from the Heart hospitality 
services, Chartered Airlines or The Chosen School tie-ups that we are en- 
fering into. You will find every activity of Confident is being done with the 
best of Partners and Groups strong philosophy “Zero Debt Concept”. 
Dr.Roy C.J. 

Chairman and Managing Director 







a staggering $ 1 Billion. 

The Group has in-depth quality and 
systems orientation and is accredited 
with ISO 9001, 14001 and 18001. The 


The entire Group Owns, Implements 
and Operates all it’s operations without 
any external debts and is a Zero Debt 
Conglomerate. 


Group not only gives you big dreams but 
also makes sure your dreams are safely 
and securely delivered. Hence this con- 
cept of “Zero Debt”, which makes sure 







that your Investments / Payments, goes 















_ Group is also a “Zero Debr Confident r aum 

a "n po» — S — into the actual product development. 

e d = s te at -  —A UL. Confident Group has a large market 

= an r Tum. orm i "petes 
z eS ro . "wit e Mar ee Vw 4, Share in Bangalore, Kochi, Trivandrum 
~~ ee et wet T and Dubai. Ev 
m -———— T ERE SUN ae EU T; a and Dubai. Even though the interest rates 
~ wo cem Y et cs o cry > i 
-- -— -— ` eiad 9- 4 me "- ea, have gone up, Confident Group is able 
w E a — 3 LA E | » = — — 1 
= ere OT E m ms "- + ‘nl Sut to attract more customers thereby clock- 
) er J a: A ia cai - —RÀÓ [E è P 
= --—s coc mmy "wes T F a —-—— cL rw... ing higher revenues month on month. 
"- -——— En Li dmt weiner so ‘t Confident Group is one of the largest 
= = E — RH (e cir ' MA w—- A cama eter 4 tu ; 
amp ae Uc Ton Rn iL ee t mE w -,, conglomerates with 3,59,33,733 Sq. Ft. 
= Eea Ure e e o a O rt in progress across locations in Banga- 

Ema STS rer o «com STMT oo: PRN ; ut 

=e S ("oom am A STEET = | lore, Kochi, Trivandrum and Dubai.. 
— "eror ite o See remem srr 6! Some of the prime housing projects in 





Bangalore with International Class facili- 
ties include-Confident Rigel, Confident 
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Althena, Confident Antila I, Confident 
Antila III, Confident Bellatrix, Confident 
Atria, Confident Canopus, Confident 
Centaurus, Confident Sirius, Confident 
Auriga, Confident Gold Coast. 
Spread over 2,50,000 sq ft of prime 
land, Confident Bellatrix is located on 
the Main NH 207 leading to Sarjapur. 
The project is located between Elec 
tronics City and Whitefield. The choice 
Villas have been designed by Confident 
Design Studio and SAA of Singapore. 
Choices of multiple designs are provid 
ed to choose your dream Villa from - an 
industry first! Confident Atria an Inter 
- national Standard Township spread over 
15,00,000 sq ft is located near to Conf 
- dent Bellatrix. 
p As per expert analysis Sarjapur would 
be the next highest appreciable location 
in Bangalore. Spread over 3,96,000 sq 
ft. of prime land on the main Sarjapur 
- Road is Confident Antlia. It has ground 
plus 19 floors of exclusive and well de 
signed apartments overlooking miles and 
miles of greenery and multitude of lakes 
dotted across the project. An owner's 
pride to “possess and live-in” and status 
symbol to cherish, Confident Antlia is a 
perfect mix of 2 and 3 bedroom apart 
ments. Confident Bellatrix, Confident 
Atria and Confident Antlia are in the 
close proximity to International schools 
like TISB, Greenwood High, Inventure 
Academy, Indus International School 
and the proposed Infosys campus on 
- Sarjapur Road. It is also close to the Con 
- fident School which is being set up along 
with one of the finest schools in South 
Bangalore. 

Similarly, there are about nine Inter 
national Class Projects namely Confident 
Capella, Confident Corona, Confident 
Avior, Confident Auriga III, Confident 
Atria III, Confident Atik III, Confident 
Antila III, Confident Orion, Confident 
Peninsula which are being executed in 
Kochi. Confident Althena is being ex 
ecuted in Trivandrum. Confident Rigel 
III is the mega project in Dubai. 

On the Hospitality front, the Group is 

putting up the Largest chain of Hotels and 

. Resorts in Bangalore. A total of 10 Hotels 
and Resorts are under different stages of 

implementation in Bangalore. And another 
. 5 Hotels and Resorts are being implement 





ed in the other parts of prime South India. 
Confident Cascade, a Mega Tech Resort is 
situated on Bannerghatta Road. Confident 
Iris, a Business Hotel, is situated in the 
heart of the city at Brigade Road. Confi 
dent Propus, the Boutique Hotel is situated 
at Langford Town and a Five Star Spa and 
Resort on Kolar Road named Confident 
Primrose. 

Along with these Star Hotels, Confi 
dent Group is also setting up its most 
prestigious project Confident Champion 
Reef, a 18 Hole Golf Course, planned by 
world famous Golf Course Designer and 
Architect Mr. Ron Fream. This project 
consists of 600 high end villas, exclu 
sively designed by Mr.Edward D'Silva of 
SAA Architects, Singapore. This project 
is spread over 201 acres and close to the 
new International Airport. 

Most of the Confident Group projects 
are attached to International Class Resort. 
These Resorts are designed by Interna 
tional Architects and operated by “Con 
fident Resorts and Retreats India Ltd". 
The Group provides not just Club house 
facility in their Enclaves but a full 
scale Resort. 

Again, another first from Confident: 
Setting up of acclaimed Schools in part 
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netship with the finest Educational Insti 

tutions. The first school is being set up in 
Confident Canopus Enclave along with 
the Rajagiri Institutions - Kochi. The sec 

ond school is being setup in partnership 
with the Gear Foundation - Bangalore. 
Gear is the finest school in the south of 
Bangalore. Both these initiatives show 
that Confident is not just only interested 
in selling you a Home but they want to 
build a relationship, which touches every 
aspect of your life. 

Confident Group is the only Hospital 
ity brand to own its own Airlines. The 
Group has recently launched its own 
chartered airline called Confident Air 
lines. The air charter service from Con 
fident Airlines is a step towards meet 
ing the growing need of customized 
air travel in the Indian sky. Confident 
Airlines provides charter flight services 
to holiday and religious destinations and 
for other commercial purposes. 

To serve you better and closer to 
your home, the group has full-fledged 
offices in Bangalore, Kochi, Trivan 
drum, Dubai, Singapore, and UK. 
Also the Group will be setting up of 
fices in other parts of the Gulf, Europe 
and US © 
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Sophistication. Space. Contemporaneity. Passion. 


Every aspect at Arista exhibits attitude. 


An attitude that challenges the norm with creativity, 
expertise and perfection to create an urban living 


experience of rare elegance and luxury. 


A superior sensibility that sets the foundation 


for the Arista life. 
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[ARISTA 


 HRBR. KALYAN NAGAR 
BANGALORE NORTH EAST 


Completion by August 2008 


Arista is set in the desirable neighbourhood of 
HRBR, off the Banaswadi Ring Road, minutes from 
the Bangalore CBD, IT hubs and everyday essentials. 


A fresh opulence finds expression in 4BR duplex & 
3BR options, with a private pool or garden in most 


apartments, besides a spread of luxuries. 


Arista awaits a select few (with a like attitude). 


PROMOTED AND DEVELOPED BY 





Ajmera Housing ve 
Corporation (Bangalore) iili 
Builton trut WWW.ajmera.com CREDA 


Architects: Vernek iT Assoc lates 


SOLE MARKETING AGENCY 


OYSTERS. Site address: HRBR, Banaswadi, 

moms Off Ring Road, Kalyan Nagar, 
Bangalore - 560 043, India. 
Ph: +91-80-65343466 
9980221170 


e-mail: ajmera.arista@gmail.com 
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MUSIC 


THEY ROCK! 


After years in 
hibernation, 
rock music 
legends are 
back in the 
groove. The 
‘comeback 
season’ is on 





ONE TERM CONNECTS ROCK MUSICIANS TO THEIR 
days of glory long passed by: it is called the 
‘comeback season. It is the rock star's last tryst 
with nostalgia, or so we believe, before being 
consigned to musty archives. Going even by 
the usual standards, rock legends have had a 
particularly good year this time round. From 
new releases to world tours to art exhibitions, 
artists are cashing in on a whole new genera- 
tion of young fans hooked to retro music. This 
does two things: one, it refreshes memories of 
older fans, who rush to music stores to buy an 
artefact or an album of an old idol of theirs in 
a new dust jacket. Second, music concert 
tickets are sold not individually but for entire 


NO MOSS HERE: 
Director Martin 
Scorsese, centre, with, 
The Rolling Stones, 
from left, Charlie Watts, 
Keith Richards, Mick 
Jagger and Ron Wood 





amilies — parents pull their children along 
when they go to see their cultural icons 
perform. The comeback is a trip down 
memory lane for stars and fans alike. 

Bob Dylan'5 poetry, written sometimes on 


scraps of paper, and other artefacts, such as his 


guitars, are touring many of the world's best 
museums now. Currently, the Dylan retrospec- 
tive is on at the Skirball Cultural Centre in Los 
Angeles, US. The museum aims to capture 
Dylan’s breakthrough as a poet and musician 
— from the smoke of the American 
underground in 1956 — only to be thrust into 
the forefront later, as an icon of the 1960s cul- 
tural revolution. 

Meanwhile, the lesser known band America, 
which sang the folk rock hit A Horse With No 
Name back in the 1970s and took acoustic 
guitar rock to new heights, is now criss- 
crossing the US and the world to promote a 
new album, Here and Now. 

The funny part is that older artistes are 
always touring but play to smaller audiences. 
However, every 10 or 15 years, there is a 
massive revival and, suddenly, everyone wants 
them back in action. Hip marketing then takes 
these stars to a new high. It happened to the 
Bee Gees in 1997, when a comprehensive 
revival of 1970s pop made their Still Waters 
album a whopping contemporary hit. 

Similarly, Canadian folk rock legend 
Leonard Cohen, now all of 73, had just finish- 
ed singing to a packed house in Dublin at the 
time of writing, his gravelly voice still right for 
enduring hits such as There Ain't No Room For 
Love, Bird On The Wire, In My Secret Life, and 
the eponymous Hallelujah. He has not perfor- 
med once in the past 15 years before this tour. 

Another rock band known for revivals and 
comebacks on a regular basis has been The 
Who. The band's first 
revival happened in 1989, 
for a 25th anniversary tour, 
the next one happened in 
1996 and, finally, in 2006 
they released Endless Wire, 
a full 24 years after creating 
the original album of that 
name. The band has 
followed this up by recently 
releasing a biopic on DVD 
titled Amazing Journey: 
The Story of The Who. 
Revival tours have been 
happening since the 
begining of rock and roll. 
Elvis Presley came out with 
alive album called From 
Elvis in Memphis in 1969. 


REUTERS 


BLOOMBERG 


Tu 








This revival turned out to be his career best 
album. Importantly, it brought the audience 
back to buying his records, which had fallen 
due to the rise of the genre we now know 
fondly as classic rock. 

Sometimes, retro makes it to film, and how. 
The Rolling Stones' Bigger Bang tour of 2006- 
07 was captured in Shine A Light, a docu- 
drama directed by none other than Martin 
Scorsese, who scripted a different sort of 
comeback, having also directed The Last 
Waltz in 1978, for it was the band’s last live 
outing as a group. The Bigger Bang concert is 
now available as a DVD and the Rolling 
Stones, still known for their unique brand of 
dirty rock ‘n’ roll, continue to churn out riffs 
that sound as good as they did 45 years ago. 
The Stones, in any case, had only one revival, 
in 2006, because they always churned out 
albums till about 1993, when they went on a 
hiatus for a decade. 

But if you really want to know of the blast 
from the past that rocked the most this year, 
then it has to be Neil Diamond, who crashed 
in from nowhere with a 
No. 1 album titled Home 
Before Dark. As if this was 
not enough, another come- 
back group, The Eagles, 
went on to sell 7 million 
copies of its new album, 
Long Road Out of Eden. 

Why this fascination 
with the past? It could be 
because they were times 
when things could be 
bought cheap and life was 
worth more. It could be 
that this music brings that 
sense back, and not a day 
too soon. Even if 
temporary, it's still magic. 

Vishal Krishna 


30 JUNE - 2 | BUSINESSWORLD 















BACK WITH A BANG: 
Neil Diamond's come- 
back album was No 1 
on the charts this year; 
(below) Bob Dylan's 
painting and guitar can 
be seen at museums 
across the world 


AFTER THE NATIVES, IT'S 


time for the foreigners 


to pick up the cue. 
Craving for their 15 
minutes of fame in 
Bollywood, a number 
of young Asians 
abroad have made 
their way to Mumbai 
in the past few years. 
While some, such as 
Upen Patel and 
Katrina Kaif, have 
managed to shine on 
the silver screen, 
others have beaten a 
hasty retreat. But 
Asian youngsters in 
the UK continue to 
dream cinematic 
dreams. 

Looking to assist 
them on their way to 
Bollywood is veteran 
actor Anupam Kher. 
In collaboration with 
Heathrow City 
Partnership and the 
Ealing Institute of 
Media, a part of 


Ealing, Hammersmith 


and West London 
College, Kher has 
opened a London 
branch of his now 
three-year-old Actor 
Prepares School. For 
£6,000, the three- 
month training 
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TRAVEL 


Munnar calling 


EARLY COLONIAL 
settlers, it must be 
said, chose well. They 
laid foundations of 
hill stations that to 
this day look like 
something out of 
celluloid sequences. 
Munnar, Kerala's 
most famous hill 
station in its verdant 
Idukki District, is one 
such easily reached 
paradise. Literally 
translated as three 
rivers — Muthira- 
puzha, Nallathanni 
and Kundala — 
Munnar hosts their 
confluence at the 
centre of the town. 
Also in the vicinity of 
this tea town is 
Anamudi, the highest 
peak in south India at 
2,695 metres. 

Apart from rolling 
vistas of tea gardens 
— 12,000 hectares of 
them — and spice 
plantations, 
Munnars charm is 


derived from its 
many waterfalls, 
lakes and streams. Its 
wooded trails are 
ideal for walks, and 
the over 500 exotic 
species of birds are a 
bird watcher's 
delight. Then there's 
mountain biking for 
those endowed with 
the requisite leg and 
lung power. Also, 15 
km away, Eravikulam 
National Park is 
home to the highly 
endangered wild 
goat, the Nilgiri tahr. 





VARIETEA: Munnar has 
12,000 hectares of 
rolling tea gardens 


The dams across 
Munnars rivers offer 
boating in tranquil 
waters, while a visit 
to one of the many 
tea factories here is 
an entirely aromatic 
experience. It is to 
Munnars credit that 
easy tourism has not 
snatched away its 
serendipity. Go there 
before it does. 
Abhishek Chowdhury 





Festival d'été: Entertainers regale crowds at the summer festival in 
Quebec City, Canada. The event is held in July every year since 1968. 
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FOR THE ASKING: The 
demand for concierge 
services is rising 


ALL YOU HAVE TO DO IS 
ask — seats to a sold- 
out Broadway show 
in New York, dinner 
reservations at an 
upscale restaurant in 
London, or just a tie 
for the next meeting 
— and they will 
provide. They are the 
increasingly popular 
global concierge 
services that are 
willing to grant more 
than the standard 
three wishes. For a 
price, of course. 

Washington-based 
DMR Inc. is one such 
company. For a hefty 
retainer, it provides a 
suite of services for 
the time-strapped 
corporate traveller, 
including the 
requisite flight and 
hotel bookings, a day 
at a top-notch golf 
course, and a multi- 
lingual personal 
assistant to help 
manage your 
schedule. 

On the other hand 
outfits such as 


ish for the world 


Quintessentially, with 
offices in several 
global cities, work as 
a private members’ 
club with a 24-hour 
global concierge 
service. If you 
manage to procure a 
membership — 
which can cost 
anywhere above 
$40,000 per year — 
they will move 
heaven and earth, 
albeit discreetly, to 
ensure that your 
every demand, from 
the essential to the 
whimsical, is catered 
to. The trend of 
credit card 
companies offering 
24x7 concierge 
services for their 
most exclusive 
members is 

catching on in India, 
too. For instance, 
SBI Platinum Card 
holders in select 
cities can now call 
in and ask for luxury 
buys or dinner 
reservations. 

Global concierge 
services promise the 
world. And deliver 
it, too. 

Sumati Nagrath 


BON VIVANT 


For that age-defining look 


IT IS NO LONGER TURMERIC PASTE MIXED 
with fresh cream that appeals to 
contemporary Cleopatras. The skin- 
care products market in India, worth 
Rs 2,100 crore per annum, is 
making sure of that. Sun burns, dark 


`- spots and bothersome splotches can 


now be attended to with tender 
loving care by just squeezing a slinky 
tube, or unscrewing a smart lid. 
While companies such as Lakme, 
P&G and Ponds sell more to the 
masses, L'Oreal, Phytomer and 
Chery! tempt a more moneyed 
clientele. "People generally forget 
the fact that their skin is the most 
exposed part of their body," says 
Oscar Pareira, director of Cheryl's 
Cosmeceuticals, in Mumbai. 
Meanwhile, herbal remedies for 
healthy skin have transcended 
backyard solutions to an entirely 
more exotic realm. “Phytomer’s sea- 
marine products have a perfect pH 
(balance of acid and alkali) balance 
that helps skin glow," notes 
Rukhmini Honawar, owner of the 
RUNAH Salon in Parel, Mumbai. 
While toners, cleansers, 
sunscreens and anti-wrinkle creams 
have their faithful buyers, it is facial, 
fairness, and day-and-night creams, 
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not forgetting moisturisers, which 
account for approximately 60 per 
cent of all skin care sales. The 
regular cleaning, toning and 
moisturising skin regime mandated 
by specialists is now supplemented 
with firming lotions (Rs 500-800 for 
a 150 mi bottle), anti-wrinkle 
creams (Rs 2,000-4,000 for 80 ml- 
150 ml), whitening and non- 
whitening cleansers (Rs 150 for 50 
ml), under-eye wrinkle creams 

(Rs 800 for 15 ml) and serum 
lotions (Rs 1,000 for 30 ml). 

Among the latest fads are high- 
end physical sun blocks, quite the 
best. Cheryl's 5Oml bottle with an 
SPF (sun protection factor) of 45 
costs about Rs 400. “This is cheap. 
The same product in the 
international market would sell 
anywhere above Rs 1,000," says 
Pareira. 

Globally, though, ta Prairie 
Cosmetics from Switzerland has 
made a fortune selling exotic caviar 
extract products to its clients who 
are willing to dish out any amounts 
for a beautiful skin. La Prairie's 150 
mi jars of Skin Caviar Luxe Cream 
are retailed for about $900. 
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Accountability In 








BROWSING 


Niraj Vedwa 
Head, Global Sales 
& Marketing, 
Nucleus Software 
Ltd 


Right now | am reading 
The Monk Who Sold His 
Ferrari by ROBIN 
SHARMA. | find the book 
interesting, especially the 
way in which it talks 
about the need to 
maintain a balance 
between work and 
personal life. | usually 
tend to read books on 
management, strategy as 
well as personality 
development. Some of the 
other books on my 
reading list include Blue 
Ocean Strategy by W. 
Chan Kim and Renee 
Mauborgne, and The 48 
Laws of Power by 

Robert Greene. 


A Global 


by r.r. nair 


THE ACCOUNTABLE LEADER DEVELOPING 
EFFECTIVE LEADERSHIP THROUGH MANAGERIAL 
ACCOUNTABILITY BY BRIAN DIVE, 

KOGAN PAGE, PAGES: 224; PRICE: $39.95 


GLOBALISATION HAS CAUSED SEVERE TURBULENCE 
in all aspects of an organisation. And there is 
tremendous pressure on the management of 
corporations, big and small, to deliver superior 
results to meet the rising expectations of stake- 
holders. Not only are business leaders required 
to constantly create and seize existing opportu- 
nities, they are also expected to manage the tur- 
bulence by focusing on strategy and on its effec- 
tive execution. They have to necessarily concern 
themselves with questions such as: How do my 
customers see my company? What must my 
company excel at? Can my company continue to 
reinvent and create value? How has my com- 
pany performed as judged by its stakeholders? 
Leading an organisation is a complex and chal- 
lenging job today, and it requires that business 
leaders hold themselves and others accountable 
in ways that were not required previously. 

The Accountable Leader: Developing Effective 
Leadership Through Managerial Accountabil- 
ity provides a road map for creating accounta- 
bility within an organisation. And this roadmap 
comes complete with caution signals which 
point to the potential dangers if accountability 
is not anchored in freedom. The author, Brian 
Dive, has also penned the highly acclaimed The 
Healthy Organisation, which was based on his 
key ideas and findings about how to achieve the 
vision of a healthy organisation. 





BRIAN DIVE is an indepencent consultant, 
on issues relating to organisation design 
and effectiveness and the human 
resource practices needed to build a 
healthy organisation. He has led HR and 
change assignments in 70 different 
countries. Dive is currently director of 
DMA International, which specialises in 
building healthy organisations. Its most 
recent assignment has been with Tesco 
Stores. He is also a senior partner in 
Panthea Leadership consultancy. 


Era 


Dive discusses companies which seemed to 
have plenty of jobs without apparent purpose — 
'non-jobs. These non-jobs subtracted rather 
than added value to the organisation. These 
companies also impaired the person in the non- 
job function from being able to lead effectively. 
In essence, such companies had an accountabil- 
ity problem — people were clearly not held to 
account, and it was almost impossible to assess 
their true impact. Without a workable method 
of assessing the levels of accountability for the 
managers, there was absolutely no way of 
telling where exactly the non-jobs were located. 
Nor was there any way of telling which individ- 
uals were capable of top performance, and 
which were not. It was extremely difficult to 
identify people who had the potential to be sen- 
ior managers. And in virtually all the cases, it 
had not occurred to the companies that one of 
the root causes of poor performance might be a 
faulty organisation design. 

In The Accountable Leader, Dive comprehen- 
sively articulates what characterises such an in- 
dividual and how he can be identified. A person 
can only be held to account if the organisation 
has clearly demarcated levels of accountability, 
or ‘leadership levels. Dive offers us answers to 
questions such as: how many layers of manage- 
ment are necessary, and why? How should 
functions and processes be aligned as a result? 
How should spans vary and why? How should 
people be rewarded? What are the logical steps 
of leadership development? Given that 70 per 
cent of India's population is below 35 years of 
age, people want a new purpose and meaning in 
their work and life — they 
want to make a difference. 
Defective organisations 
make it impossible for them 
to find the space to grow. 

This book will help busi- 
ness leaders in their quest to 
create efficient and success- 
ful organisations by helping 
them diagnose the problem, 
using the DMA (Decision 
Making Accountability) so- 
lution set, which provides 
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he principles needed to address the problem of 
accountability. Dive, after several years of con- 
ulting experience in global corporations, has 
found that that DMA can be used synonymously 
ith accountability levels and leadership levels. 
With Indian enterprises going global, the def- 
inition of international accountability is a sub- 
ject of great interest. Many organisations get 
confused when aligning accountabilities across 
countries and continents. And Dive addresses 
this issue in a practical manner in the book. 
Similarly, his thesis on leadership development 
schemes, and why they fail, is an eye-opener. 
Dive is spot on in his contention that unless or- 
ganisational design is placed on a sound foot- 
ing, focusing our attention on leadership devel- 
opment alone will not help. 

The 25 Big Ideas are well summarised. The 
‘most noteworthy features of this book are that 
all the frameworks are based on first-hand data, 
and that it is full of practical advice for immedi- 
ate use. Dive clearly identifies strategies that 
seem to work and that don't. He writes in a clear 
and concise manner that smoothens the com- 
prehension of his valuable insights. This book is 
an excellent resource guide for all CEOs and 
HR leaders who are trying to transform their 
organisations to align them with the demands 
of globalisation. 


R.R. Nair is an HR strategy consultant 
and contributes to executive education 
programmes at ISB, Hyderabad. 


SELECTION 1 

Sounds of 
Silence 

THE BIOSCOPE MAN 


BY INDRAJIT HAZRA, PENGUIN, 
PAGES: 307; RS 299 





INDRAJIT HAZRAS THE BIO- 
scope Man is a lively satire on 
the early half of last-century Calcutta. The pe- 
riod-piece setting is lit up by an intriguing sub- 
ject: the rise and fall of Abani Chatterjee, al- 
most a superstar of the silent films of that time. 

What Hazra provides is a rich fictive imagin- 
ing of the performing arts history. So, actors 
schooled in over-the-top classical Bengali or 
Sanskrit drama — masters at overacting, over- 
reacting and exaggeration — find themselves 
left in the lurch, shorn of their natural wont. 
The bioscope was a different medium. The im- 
age meant everything, and its acting require- 
ment a negation of conventional verbiage and 





histrionics. Chatterjee was nearly the face of 
this new era. But is life ever that simple? 

While illustrating the career of Chatterjee — 
with graphic descriptions of scenes from his 
silent films — Hazra ties in the social context of 
how he became what he was. There is no dearth 
of sarcasm here as history repeats itself. While 
doing perhaps his biggest role yet for legendary 
German director Fritz Lang, Chatterjee pukes 
on an English woman, Adela Quested — a dig at 
the character from E.M. Forster's A Passage to 
India — and his career begins to taper off. De- 
cades earlier, his father Tarini Chatterjee, a rail- 
way clerk, had thrown up on the same girl dur- 
ing a train ride, and his fortunes fell. Moral of 
the story: Don't puke on the same woman twice. 

Towards the end, though, the film that Chat- 
terjee banks upon as a springboard to super- 
stardom collapses. The narrative seems to get 
lost in detailing his decline. And after the bub- 
bly rhythm of the first half, the intended heavi- 
ness of failure doesn't quite come through. In a 
meandering finale, the sounds of those silent 
films, just trail off. 

—Rahul Jayaram 


SELECTION 2 
& 79' AnAssassins 
Plot 


gw YOU MAY NEVER HAVE HEARD 
of General Zia-ul Haq and 
might not have even a passing 
interest in Pakistani politics 
— but that is no reason to stay 
away from A Case of Explod- 
ing Mangoes. A fictionalised narrative of the 
conspiracy theories that have surrounded the 
plane crash in which Haq perished two decades 
ago, the book is also a comment on the social re- 
alities of the 1980s Pakistan. 

Ali Shigri, the trainee air force pilot wants to 
take Haqs life to avenge his father, the much- 
decorated Colonel Shigri. And as Mohammed 
Hanif reveals Ali's plan, he lets the reader into 
the subversive world of joints, homosexuality 
and secularism of army cadets that must rema- 
in hidden from the increasingly religious eyes of 
the country's top brass. Hanif combines the 
knowledge of an insider with an acerbic wit. 
Everyone from Lata Mangeshkar to Moham- 
mad Ali Jinnah to Chairman Mao is subjected 
to his irreverence. But these are only the de- 
lightful asides to what is a well-written political 
thriller that is bound to hold the readers atten- 
tion for all the 300 odd pages. 

—Sumati Nagrath 
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STRIPED ZEBRA: 
THE IMMIGRANT 
PSYCHE 

BY UDAY C. NAVAL 
AND SOOFIA K 
HUSSAIN 

RUPA 

Mass migration is one of 
the defining features of 
contemporary 
globalisation and is as 
much a reality for a 
clutch of elite, 
cosmopolitan who occupy 
the pinnacle of the social 
and economic pyramid as 
it is for the destitute 
millions at the very 
bottom of it. Striped 
Zebra takes a close look 
at some of the stories of 
these very migrants to 
understand the impact the 
sense of dislocation can 
have on an individual, a 
family, a community, a 
race. Centred in New 
York, the most symbolic 
of all melting pots, the 
book explores the lives of 
young Korean, Indian, 
African and Japanese 
students to understand 
the way in which the 
value systems of an 
immigrant are shaped - 
do they remain native or 
do they get acculturated? 





AP LEAPS 
FORWARD IN 
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S ; A uin ihe oer: in distress. The 
son of a farmer and a medical doctor by 
training, he diagnosed the ills plaguing 
people at the grassroots level and drew up 
strategies to tackle them. He lost no time in 
putting them into practice once he assumed 
office. What are all the challenges he has 
faced and how has he met them? 


Promotion 


JALAYAGNAM: 


Mammoth water mission in Indian history 


Suicides by farmers had assumed epidemic proportions 
when he took over. Within minutes of assuming 
power, Dr. Rajasekhara Reddy ordered free supply of 
power to most farmers. In addition, he waived 
farmers' power bill arrears amounting to Rs. 1269 crore 
and arranged for payment of ex gratia to the next of kin 
of the deceased. 


The Chief Minister felt that a permanent solution to 
farmers' problems lay in harnessing rivers and rivulets 
and providing assured irrigation to rain-fed lands. He, 
therefore, conceived Jalayagnam' which aims at 
irrigating one crore acres at a cost of Rs. 100,000 
crore. No State Government in independent India has 
taken up such a massive scheme at such a huge cost. Of 
the 74 projects taken up initially, 14 have already been 
completed and 14 lakh acres brought under 
irrigation for the first time. By March next, 27 more 
projects will have been completed and an additional 16 
lakh acres brought under irrigation. 


In addition, the Government has taken up revival of 
11,445 tanks at a cost of Rs. 572 crore to stabilize 
6.58 lakh acres of ayacut under them. The 
Government has decided to make available loans to 
farmers at three percent interest from this year, apart 
from stepping up credit. In the last four years, the 
Government has distributed over 6 lakh acres to 4.33 
lakh people belonging to SCs, STs and BCs and launched 
a scheme to help the poor reclaim lands for cultivation. 


All these measures have resulted in Andhra Pradesh 
recording an all-time record food grain production 
of 191 lakh tons during 2007-08. 
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RAJIV AAROGYASRI: 

Other states to emulate 

The doctor in the Chief Minister was distressed to see 
tens of thousands of poor people going through great 
anguish and agony because of their inability to meet 
the costs of medical treatment. Poverty should not be 
allowed to come in the way of people availing 
themselves of the best of treatment that is available 
anywhere, decided the Chief Minister. The result was 
the launching of 'Rajiv Aarogyasri'. It enables every 
poor family to undergo treatment in a corporate or 
private or Government hospital costing up to Rs. 2 
lakh. The Government pays the health insurance 
premium as the poor without incurring any 
expenditure undergo treatment in the hospital of their 
choice. The scheme covers treatment for over 270 
diseases including those related to kidney, brain, heart 





INDIRAMMA: 


Housing up to saturation level 

During this Statewide 'Padayatra', Dr. Rajasekhara 
Reddy had noticed that both the rural and the urban 
poor continued to live in mud and thatch houses 
more than 50 years after the country attained 
Independence. They had to make to do with lack of 
protected drinking water, erratic power supply, if 
available, and mud tracks in place of roads. 


It was to address these issues Dr. Rajasekhara Reddy 
visualized 'INDIRAMMA. An acronym for 
Integrated Novel Development in Rural Areas and 
Modern Municipal Areas, 'INDIRAMMNMX is being 
implemented in three phases over a period of 
three years. The program aims at providing 
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and lungs, cancer and burn/accident injuries. The 
scheme, now being implemented in 13 districts ,will be 
extended all over, the State from October 2. It has 
helped more than 33,000 people undergo surgeries 
since its introduction on April 1, 2007. 

Emergency medical assistance too is provided under 
'Rajiv Aarogyasri'. All that one has to do in an 
emergency is to dial toll-free number 108. An 
ambulance arrives and takes the patient to the nearest 
hospital free of charge. The patient may be a victim of a 
road accident or a fire accident, a pregnant woman or a 
person stricken with heart attack. Similarly, people can 
get free medical advice by dialing the toll-free 
number 104. 
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'Pucca' houses to all the eligible poor and 


infrastructure amenities in villages. 
A total of 80 lakh houses will have been built when 


the third phase is launched and completed. The 
Government has launched 'Rajiv Grihakalpa' to help 
middle classes own houses in urban areas. 


A component of 'INDIRAMMA is grant of 
pensions to widows, the aged and the physically 
challenged. Dr. Rajasekhara Reddy increased the 
monthly pension payable from Rs. 75 to Rs. 200. 
The number of beneficiaries has now gone up to 49 
lakh and will soon cross the 60-lakh mark since all 
the eligible are being covered. Pension is delivered 
regularly in the first week of every month at the 
doorstep of the beneficiary. 
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Rice at Rs. 2a kg: 


Daring move to support the needy 
The lives of the poor and low-income people had 


become miserable with the continuous rise in the 
prices of essential commodities. To mitigate their 
suffering, the Rajasekhara Reddy Government 
introduced supply of rice - the staple diet of people 
- at Rs. 2 a kg. Each family, depending on its size, 
can draw up to 20 kg a month. The scheme now 
benefits 1.82 crore white cardholders accounting 
for nearly 85 percent of the State's population. 
Dal and edible oil too are to be supplied at Aide t den 





Pavala Vaddi: - 
Unprecedented sc in: 
Dr. Rajasekhara ph pem /c e 
are as competent as men in. unning | gt pus 
took a leaf out of Mrs. Indira Gandhis s 


interest rates, and lauriched Indira K am 
Members of women self-groups in 1 pe ar 
enabled to draw loans at three portent. srt 
with the Government reimbursing them the 
remaining interest they pay to banks. 


In the last four years, banks advanced loans totaling Rs. 
12,000 crore to women. The target for this year is Rs. 
10,000 crore. There are more than 88 lakh women in 7 
lakh self-help groups in the State. With the loans, 
women have ventured into small businesses of their 
own and have supplemented their families’ incomes. 
Women SHGs have grown to such an extent that they 
procure and sell agricultural produce like maize and 
paddy and run bulk milk chilling centers, ensuring 
remunerative prices to farmers and profits for 
themselves. 


prices soon. LASS nd aca 
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Jawahar Knowledge Centres: 

Getting even rural graduates employed 
Although thousands of students graduate every year in 
every discipline including engineering, most of them 
remain jobless even as industry complains most 
graduates are not fit for employment. It is because they 
lack the skills modern businesses need. To bridge the 
skills gap, Dr. Rajasekhara Reddy hit upon starting 
Jawahar Knowledge Centres (JKCs) in as many as 294 
colleges. The JKCs have so far helped 60,000 youth in 
honing their technical, communication, and project 
management skills and hundreds of them in landing 


lucrative jobs: in reputed companies. 
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o nel ly 300 “Rural Residential Public Schools" at the 


rate of one in each Assembly constituency. Intelligent 
students living in villages will be identified for 
admission and provided education free of cost. 


One 21st century 'Gurukula' has been started in 
each university area with a view to equipping 
graduates with rural background to take up 
challenging assignments in the 21st century. 
During a two-year course, the 'Gurukula' imparts 
training in software and communication skills and 
makes them physically fit to face challenges in life. 


BITS Pilani and an Indian Institute of Technology are 
opening their campuses in Hyderabad, thanks to 
the Chief Minister's efforts. 









Industrialization: 

Creating employment with lakhs of jobs 

The Chief Minister has launched a multi-pronged 

drive to promote employment opportunities for both 

the highly educated as also the school dropouts as 

also to boost the contribution of manufacturing and 
. services to the States GSDP. 


For instance, the industrial policy of the State 
Government has encouraged expansion of existing 
units and promotion of green field units. Andhra 
Pradesh has registered spectacular progress in 
sectors like textiles, cement, steel, glass and paper. 
The establishment of Hardware Park, Biotech Park, 


Pharma Park, Textile Park, Leather Park etc has. 


attracted many industrial units. 


IT exports & SEZs: 

Creating new records in IT exports 

Andhra Pradesh has earned the distinction for 
attracting the largest number of special economic 
zones, a majority of them in the software sector. 
Special Economic Zones coming up in 49 places in 
the state will cover varied products of the export 
market. 


The availability of skilled manpower as also 
Government policies have prompted many software 
companies to set up their development centers in 
Hyderabad as also Tier || towns and cities. The fact 
that IT exports spurted from Rs. 5,000 crore in 
2004-05 to Rs. 26,000 crore in 2007-08 testifies to 
the growth of the IT sector in the State. Nearly 
1,500 IT units are operating from the State. 


The State Government is imparting skills needed by 
industry and businesses to less educated people and 
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self-employment are being helped with subsidy and 
bank loans. 


If all the industries on the drawing board materialize, 
employment opportunities in Andhra Pradesh will 


. proliferate. 


A Digital Media City is being set up in Hyderabad 
entailing an expenditure of Rs. 400 crore to train 
people in the animation sector. 


Petro Region: 

AP emerging as a petro hub on East Cost 
Andhra Pradesh will be on the automobile map of 
India with a car manufacturing plant coming up in 
the private sector near Hyderabad. The Caparo group 
of Britain is setting up an Industrial Park in Nellore 
district with an investment of Rs. 3500 crore. 


Andhra Pradesh will soon have a Petroleum, 
Chemical and Petrochemical Investment Region 
(PCPIR) stretching all along the coast from 
Visakhapatnam to Kakinada. Mittal Energy 
Investments, Total SA of France and oil refining and 
marketing major Hindustan Petroleum Corporation 
(HPCL) will invest Rs. 32,000 crore in the region. 


Hyderabad has today India’s first green field 
international airport, Rajiv Gandhi International 
Airport. Two new state-of-the-art ports are about to 
be commissioned. Hyderabad will soon have a Metro 
Rail system. 

No wonder, Andhra Pradesh is next only to Gujarat 
in attracting investments as per a RBI report. It is” 


the best place for manufacturing i in South India, J 


according the Cll. The World | Bank describes - 


Andhra Pradesh as the "most i Hemd in. d 


helping them land jobs. Others who areinterestedin the country”. 
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Its foray into 
the US market 
made Ranbaxy 

vulnerable to 
hostilities from 
giant local 
competitors; 
Daiichi Sankyo 
has the cash to 

. take them on 


INDIAN INVESTORS WERE TAKEN BY SURPRISE AT 
the sale of the promoters’ stake to Daiichi 
Sankyo. The Singh family was as much a fixture 
of the Indian entrepreneurial landscape as 
Tatas and Birlas. Starting in 1961, first Parvin- 
der Singh and then his sons had built up a 
strong international pharmaceutical company. 
With their strength in research and 
development and their global out- 
look, they looked destined to con- 
quer new heights. When they sold 
out instead, it was quite a shock to 
the Indian investor community. 

But this is a development of a kind 
that is not uncommon in India. Most 
Indian businesses are controlled by 
families. At some point, the patri- 
arch dies and siblings quarrel; family 
quarrels are common even at other 
times. There are no settled rules re- 
garding the settlement of family 
quarrels; in the circumstances, they 
can drag on for years, and do consid- 
erable damage to the companies. 

Industrial families are no less 
aware of the dangers than are share- 
holders, and many of them are look- 
ing for a solution. Some have placed profes- 
sional managers in charge oftheir company and 
taken a back seat themselves, some have ap- 
pointed supervisory boards with powers to act 
in the event of family failure, others have placed 
their shareholdings in non-voting trusts. In this 
light, the decision of the Singh family is not ex- 
ceptional. There is no reason to suspect differ- 
ences or divisions in the family; but its exit 
would forestall such problems. 

But even more urgent perhaps were the diffi- 
culties faced by Ranbaxy in its US operations. It 
has been involved in patent-related litigation 
with GlaxoSmithKline and Ingelheim. Both 
these cases were settled, but the cost of such lit- 
igation is not negligible. Legal and professional 
fees came to Rs 154 crore in 2007. Net profits 
were Rs 617 crore. Ranbaxy is highly profitable. 
But it is small relatively to the company it has 
chosen to keep; its international competitors — 
those that live on research and development — 
are far bigger. They could have crippled Ran- 
baxy by entangling it in suits over patents and 
related matters. Ranbaxy needed bigger guns to 
fight American giants. The family could have 
chosen to merge with a bigger company, but 


SANJAY SAKARIA 


Lessons Of Ranbaxy 


then it would have become a junior partner. 9 
chose instead to take all its money out. Daiicl 
Sankyo has decided to retain Malvinder Sing, 
as chairman and managing director of Ranbax 
So he would continue to lead the company. 

Daiichi Sankyo is mainly in the Japanese ane 
the US markets — both mature markets whic 
give good profits but have modest growth pros 
pects. Its profit margin in 2007-08 was an env» 
able 11 per cent. It rewarded its shareholder 
handsomely; its payout ratio was 51 per cen: 
Even then it was sitting on a mountain of cash 
out of its total assets of about $14 billion, cas 
amounted to $4 billion. It is a rich compan 
with limited prospects. In Ranbaxy it met 
company with great potential but unequal to it 
immediate challenges. It is a good combinatior 

It has its advantages for Indian shareholder 
as well. Ranbaxy had ventured into deep waters 
it was besieged by big sharks. It could not wis 
the unequal battle with good managemen 
alone. Daiichi Sankyo, with its bulging cash re 
serves, is much better armed. It will also bring 
a new approach to the choice of markets an« 
their penetration. 

The example of Ranbaxy brings to the fore 
the risks Indian companies are taking on whex 
they venture into the world. Their acquisition: 
abroad have made Indians proud and led ti 
much celebration. But the global market i: 
much larger; Indian companies are still smal 
fish in it. They face competition from biggei 
fish. And competitive games are played not only 
in the market, but in law courts. The example o! 
Ranbaxy would bring home to ambitious In- 
dian entrepreneurs the risks they are taking on 
when they spring abroad. More important, the 
stockmarket should price this risk, and build it 
into the value ofthe companies that take it on. 

This is not to say that the Indian market is 
less risky. If it is big and unscrupulous competi- 
tors that pose a risk abroad, in India it is the 
government that poses the biggest risk. The 
regulatory climate has become more liberal in 
India in the past 15 years; but neither compa- 
nies nor investors should lull themselves into 
thinking that we cannot go back to the bad old 
days. In many respects, the present government 
has the same arbitrary, dirigiste approach to 
economic issues as its predecessors of two 
decades ago. There are no riskless markets. In- 
vestors who forget this basic point will take a 
hit, and so will the companies they buy into. 
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GIVEN TODAY'S INFLA- 
tion is not caused by 
overheating but the 
3Fs — fuel, food and fi- 
nancial speculators — 
one wonders why the 
Reserve Bank is trying 
to combat it with in- 
terest rate hikes. Per- 
haps when you have a 
hammer, everything 
looks like a nail. But 
this could throw the 
economy into stagfla- 
tion. As the cost of money rises along 
with everything else growth will stag- 
nate. and inflation, rooted as it is in 
the 3Fs, will continue to rise. 

The problem is global. The US 
Federal Reserve, the Bank of Eng- 
land and the European Central Bank 
also began cutting interest rates in 
the wake of the subprime crisis, even 
though they are now signalling a rise. 
Finance ministers seem equally flum- 
moxed, and keep tinkering with du- 
ties and tariffs to no real effect. 

One can't blame them; the prob- 
lem is beyond their orbit. Monetary 
and fiscal policy alone can do little to 
curb the deeper structural problems 
causing today's inflation. In the food 
and fuel markets, demand is exceed- 
ing supply, raising prices. And finan- 
cial speculators are leveraging the 
situation, thereby raising prices 
further. The solutions to these 
problems are obvious, if complex: 
lower fossil fuel consumption, 
raise food production, and curb 





excessive speculation. 

Wise minds have 
recommended this for 
years, but vested inter- 
ests and intellectual 
inertia have saddled 
us with the status quo. 
Change will come 
only if a new breed of 
politicians is elevated 
to the top. In the US, 
Democratic presiden- 
tial nominee Barack 
Obama is already 
pushing The Renewable Energy and 
Job Creation Act, which is designed 
to reduce fossil fuel consumption 
and subsidise cleaner alternatives. In 
the UK, the Tories’ David Cameroon 
is supporting new curbs and disclo- 
sures on financial speculators. 

India needs to take similar actions. 
Domestic gas, liquefied coal and al- 
ternative energy need to replace im- 
ported fuels. Subsidies should move 
from fossil fuels to clean alternatives, 
and public transit must be expanded 
and improved. Food supply needs to 
grow through better irrigation and 
soil management, and eastern Uttar 
Pradesh and Bihar must join Punjab 
in being the nations granaries. 

This is an ambitious wish list, and 
we have no ambitious new party 
leaders, only old ones. But if they 
face up to these structural challenges 
in their sunset years, our vulnerabil- 
ity to foreign oil producers, specula- 
tors and agricultural markets will 
finally lessen. 


Doy Ne 


jehangir s. pocha, editor 
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Reformed India 

The cover story (‘The New Super Rich; BW, 30 
June 2008) is almost difficult to believe. The 
new billionaires are ones who grew up in our 
neighbourhood. But, what made them click? 

The close brush with economic bankruptcy 
in 1991 taught India many lessons. The 
politicians, who ruined the country by 
switching between ‘licence-raj’ and 'delicence- 
raj, were sidelined by P.V. Narasimha Rao, and 
the real entrepreneur was unleashed. If this 
reform process had set in earlier, the Tatas and 
the Birlas would have heralded a new India in 
the 1970s. Sadly, the entrepreneurial zeal of 
the previous generation was muffled by 
corruption and inefficiency. 

A word of caution, though. The 'Shadowy 
Wealth' billionaires — the criminals, politi- 
cians and tax evaders — can spoil the party. 
The sooner we hound them out, the better. 

Anand Aivalli, Bangalore 
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Rich Returns 


The super rich are the icons of India (‘The New Super 
Rich, BW, 30 June 2008). They not only define India’s 
image in the global arena, but also provide employment to 
many and boost the economy. Now, as more and more 
Indian businessmen figure in the global rich list, it is 
helping the country attract more investment and business, 
which also benefits the new and small players. 

These business icons also serve as role models. Take the 
Ambanis, for instance. After they entered the telecom 
sector, there was a boom that created space for more 
players. The consumers, too, got a better deal as a result of 
this. The Tatas, too, set a new benchmark with their 
acquisition of Jaguar and Land Rover. They are the 
posterboys of India Inc. 


Mahesh Kumar Dadrwal, Jaipur 


Cost Of Feud 

The Ambani brothers are both invaluable 
wealth creators for the retail investors. It is a 
pity that a family feud is proving to be a 
stumbling block to the growth of two of the 
biggest corporate groups in the country (‘A 
Fraternal Face Off’, BW, 30 June 2008). 
While I tend to believe that Mukesh Ambani's 
stance of stalling the MTN deal will be more 
popular, a long-lasting solution to the deep- 
rooted animosity is imperative. 

It is sad that the detailed family settlement 
of 2006 has not served this end. Perhaps, it 
was not so much the terms that left scope for 
future wrangles, but the festering rivalry 
between the two brothers. It is the retail 
investor who gets caught in this 
corporate crossfire. 

Sandeep Sehgal, Ahmedabad 


Corrigendum 
The new billionaire listing (BW, 30 June, 
2008) incorrectly included Future Group's 
Kishore Biyani, who figured in the 2006 list. 
Also, Sashi Kiran Shetty of Allcargo Global 
was included in the list of women billionaires 
by mistake. Arvind Rao’s net worth (on page 
62) is Rs 413 crore, and not Rs 3,600 crore 
as published. And Rs 2,000 crore is Acme 
Tele Power's (on page 76) 2007-08 revenue, 
not profit. 

The errors are regretted. 


Letters may have been edited for brevity. 
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Has global oil production peaked? 


Shaky Exchange 
Exits from the board and a penal action 
on brokers put BSE in the news. 


Auto Industry's Designs 


Auto giants such as Tata and Maruti want 





to take Indian designs to the next level. 
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26 Bill Gates 


The world's richest geek may be retiring 
young, but he is on to bigger things. 
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Rising ATF prices and regressive taxes dent 
airline revenues. 
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The boutique advisory firm that adroitly 
managed the Ranbaxy-Daiichi deal. 
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Fiat’s new ‘miracle’ engine powers its 
return to reckoning. 
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A new field of study evolves to cater to 
demands for more efficient services. 
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A look at the intriguing persona of the 
evergreen Kamal Haasan. 
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Darjeeling has the only functioning taxi 
fleet of Land Rovers in Asia. 
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Bollywood seems drained of creative ideas 
. as many films made are Hollywood rip-offs. 
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CENTRAL BANKERS ARE 
a cautious lot, and gi- 
ven to nuanced state- 
ments on policy mat- 
ters. On 23 June, the 
markets were pleasa- 
ntly surprised by tele- 
vision headlines that 
Y.V. Reddy, governor 
ofthe Reserve Bank 
of India (RBI), had 
said the central bank's 
measures would not 
hurt growth. Appar- 
ently, he made those 
remarks on the side- 
lines ofthe fifth con- 
vocation of the Na- 
tional Institute of 
Bank Management at 


Pune on the same day. 


But his speech at 
the event was diffe- 
rent: “This high level 
of energy prices may 
not necessarily be 
temporary. So, the 
whole economy and, 
indeed, our society is 
better off adjusting to 
the possible new real- 
ity of high and vola- 
tile energy prices.” 
Not exactly a reassu- 
rance that economic 
growth would be 
unaffected. 

Predictably, the 
market breathed a 
huge sigh of relief on 
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23 June, and antici- 
pated a moderate in- 
crease in policy rates. 
The next day, there 
was a shock to the 
system, as the RBI 
raised both the cash 
reserve ratio and the 
repo rate (at which 
banks borrow from 
the central bank), the 
latter by half a per- 
centage point, a 
departure from the 
usual quarter per- 
centage point hike. 
The RBI's move is 
almost certainly 
going to shave a point 
or two off the econo- 
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RBI's Shock Therapy 


The central 
bank’s rate 
hikes could 
severely dent 
the economy’s 
growth rate 





my’s growth rate of 9 
per cent for 2007-08; 
already, analysts have 
pared growth fore- 
casts for 2008-09 to 
7.5 per cent, which 
could be trimmed 
even further, if crude 
oil prices continue 

to stay at their 
current highs. 

There were a lot of 
red faces in news- 
rooms as it became 
clear that the RBI's 
measures were more 
shock therapy than 
gradualism. It pays to 
read the fine print. 

Srikanth Srinivas 


billion dollars. The amount the Netherlands plans to invest in clean energy in the next three years. 





PRIVATE EQUITY 


Reality 


For the past 
few months, 
mid-size 
transactions 
have been 
sliding 


NOTABLE: The $450- 
million DLF Assets- 
Symphony Capital deal 
was one of the two 

big deals in May 






"A guarantee from them (UPA allies) 


does not bind the government. They are just allies." 


Check 


AS THE 30-SHARE BSE 
Sensex heads south- 
wards, private equity 
(PE) firms should 
have been a cheerful 
bunch. Logically, as 
promoters find that 
they get less for their 
shareholding from 
the public markets, 
they should be 
making a beeline for 
PE funds. 

The truth, however, 
is that over the past 
few months, mid-size 
PE transactions are 
dwindling, says 
Jayesh Desai, transac- 
tion advisory director 
at Ernst & Young. 

Grant & Thornton 
PE data for May this 
year also shows that 
the total number of 
private equity deals 


INDUSTRIES CONTRACT © FE 





a Europe's manufacturing and services industries 


unexpectedly shrank in June, the first reading 


indicating contraction in five years. 


EC Composite PMI output 





Bloomberg 


announced during 
the month of May 
2008 stands at 14 
deals with an an- 
nounced value of 
$1.45 billion as 
against 32 deals 


amounting to $0.56 
billion in April 2008. 


The May deals 


include the two big 


transactions — 
Providence Equity 
Partners taking a 


20 per cent stake in 
Aditya Birla Telecom 


for $640 million, 
and Symphony 
Capital putting in 


$450 million in 
DLF Assets. 

This indicates that 
while big deals are 
still being transacted, 
promoters of mid-cap 
companies are a bit 
wary. "At these valua- 
tions, promoters are 
still willing, but if the 
Sensex falls further, 
my bet is that they are 
likely to further defer 
plans to raise money,” 
says Harish H.V., 
partner (corporate fi- 
nance) at Grant 
Thornton. 

Piya Singh 





Zimbabwe boils 
The political 
turmoil in 
Zimbabwe reached 
a crescendo with 





AUTOMOBILES 


CAR DEALERS SEEM TO HAVE RUN INTO 
a raw deal. Car makers now want 


to set up company-owned dealer- - 


ships, cutting out the middlemen 
in the process. A senior official at 
a leading car company confirmed 
this, citing poor customer service 
quality as the reason. 

The shortage has been com- 
pounded because many dealers 
have simply quit the business 
altogether. While decent-sized 
dealerships in the metros cost up 
to Rs 50 crore to set up, dealer 
margins are as low as 3 per cent. 


- So, many dealers find that 
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the opposition 
leader Morgan 
Tsvangirai pulling 
out from the 
presidential run-off 
elections, which 
was due on 27 
June, after wide- 
spread violence in 
which 86 people 
were killed. 


BLOOMBERG 


DEALING DEALERS A BLOW 


renting out the space earns 
better returns on their investment 
than selling cars. 

A.K. Singh, senior general 
manager at Galaxy Toyota in 
Delhi, admits that service quality 
is worrying, but doesn't believe 
that dealers will be permanently 
taken out of the equation. 

"The companies are looking at 
improving professionalism in 
customer satisfaction," says 
Singh. "They might set up one 
dealership as a model to create 


competition among the others." 


Pierre Mario Fitter 


OnPoint 


GRIEVING 
OVER LOSS 


Editha Nuqui, 

who lost her 
daughter, stands 
beside a board with 
pictures of missing 
passengers of 

the ferry that 
capsized on 21June 
during Typhoon 
Fengshen which hit 
Manila, Philippines. 
With few survivors 
found days after 
the storm, more 
than 800 
passengers 

and crew 

remained missing. 


CORPORATE ESPIONAGE 
Spy ‘Dairy 
py ‘Dairy 

ESPIONAGE MAY NOT BE 
a dirty word in the 
corporate world but 
such sinister activi- 
ties can put the per- 
petrator in the dock. 

Swiss food and 
drinks giant Nestle 
learnt this the hard 
way after the Swiss 
chapter of anti-globa- 
lisation group Attac 


Nestle is in 
the dock for 
allegedly 
spying on a 
civil rights 
group 
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Reality 
Gheck 
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filed a legal suit, 
accusing Nestle of 
spying on its employ- 
ees five years ago, in 
June 2003. 

The charge is that a 
lady agent of Securi- 
tas, a private security 
firm, joined Attac un- 
der a false identity, 
infiltrated a subgroup 
that was working on 
a book that criticised 
Nestle' position on 
genetically modified 
crops, and passed this 
information on to the 
Swiss company. 

Nestle says that it 
hired Securitas to 
protect its office and 
staff during the G-8 
Summit on 1-3 June 
2003. But Attac cou- 
nters this by saying 
the surveillance cont- 
inued till the summer 
of 2004. 

Rajesh Gajra 
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Premji Gets A Cut 


FOR THE FINANCIAL YEAR ENDED MARCH 
2008, Wipro Chairman Azim Premji has 
settled for a salary that is 63 per cent less 
than last year’s. According to Wipro’s 
annual report 2007-08, the company's 
chairman drew Rs 1.31 crore, as against 
last year’s Rs 3.58 crore. The remunera- 
tion of the chairman and other board 
members is determined by the Board Go- 
vernance and Compensation Committee, 
based on the net profit of the company. 


India’s spending on public health as a percentage of GDP (0.9 per cent) is among the lowest 
within BRIC countries, says a new Assocham report. 
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PEPPER EXPORTS 


VIETNAM PIPS INDIA 


INDIA IS SLOWLY LOSING 
its supremacy on 
pepper to Vietnam. 
While India was 
the third largest 
pepper exporter in 
2007-08, it lost its 
position to Vietnam, 


which had nil exports 


till a few years ago. 
From 25,000 tonnes 
in 1968, India's 
pepper exports have 
come down to less 
than 23,000 tonnes 
in 2008, while its 
production came 
down from 70,000 
tonnes in 2005 
to 55,000 tonnes 
last year. 

Vietnam's growth 


IPL's aversion 
to ICL 
players may 
upset the 
Champion's 
League 


SPORTSMAN'S SPIRIT: 
The English and Wales 
Cricket Board doesn't 
share IPL's stand on ICL 








in pepper production 
is impressive. Accor- 
ding to International 
Pepper Community, 
from a mere 5,000 
tonnes in 1995, 
Vietnam's production 
reached 85,000 
tonnes in 2005. 
According to the 
Seasonal Outlook On 


THE CRICKET WORLD IS 
staring at a possible 
split down the mid- 
dle. Indian Premier 
League (IPL) Com- 
missioner Lalit Modi 


has vowed to disallow 


any team having pla- 
yers with links with 
the rival Indian Cri- 
cket League (ICL) in 
the proposed Cham- 
pions League, even if 
it means blocking 
English counties or 
withdrawing Indian 
teams from the 
tournament. 

Modi is justifying 
his stance on the gro- 
und that having ban- 
ned ICL players from 
joining IPL, he can- 
not have them play in 
an event in which 
IPL teams are invol- 
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Pepper report by 
Karvy Comtrade, 
India's production 
for 2007-08 will 
be 50,000 tonnes 
(5,000 tonnes less 
than last year's). 

Clearly, it is time 
for India to pull up 
its socks. 

M. Rajendran 


SPORTS 


Of Oft-field 


Rivalries 





MOST UNSTBALE STATES 
Somalia 
Sudan 
Zimbabwe 
Chad 
Iraq 
Dem. Rep. of Congo 
Afghanistan 


Ivory Coast 


WON DAU PWN = 


Pakistan 


10 


Source: The Failed States Index 2008, Foreign Policy 


Central African Republic 


ved. The English and 
Wales Cricket Board 
(ECB) clearly does 
not share Modi’ ani- 
mosity towards ICL 
players. Of its 18 cou- 
nties, 15 employ pla- 
yers with ICL links. If 
two of these qualify 
for the Champions 
League, it is hard to 
imagine ECB bowing 
to Modi, and asking 
the counties to drop 
their contracted play- 
ers for a piece of gold. 
Modi’s intransi- 

gence will also force 
Australia and South 
Africa — the other 
nations in the league 
— to choose between 
India and England. 
That will be a hard 
toss to call. 

Feroz Ahmed 


billion dollars. The amount MasterCard paid to American Express to settle a 2004 antitrust suit. 
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AMIT VERMA 


Fianchetto The week's strategic moves and the movers who made the 





Mittal's quest for 
self-sufficiency 
The world’s largest 
steel producer, Arce- 
lorMittal, will acquire 
US coal mining group 
Mid Vol Coal. The 
acquisition “further 
increases our upstr- 
eam self-sufficiency 
in a primary raw ma- 
terial”, said Aditya 
Mittal, finance direc- 
tor of ArcelorMittal. 
The acquisition is in 
line with the compa- 
ny's strategy to buy 
mining companies for 
raw materials. 


Lagshya gets a 

shot in the arm 
Global private equity 
firm Warburg Pincus 
has picked up a 15 
per cent stake in 
Mumbai-based 
Laqshya Media, an 
out-of-home (OOH) 
media advertising 
company, for Rs 276 
crore. This will help 
Laqshya accelerate its 
expansion plans in 
India and abroad. 
“We are excited to 
execute the next 
stages of our strategy 
in partnership with 
Warburg Pincus,” 
said Alok Jalan, man- 
aging director of 
Laqshya Media. 


Bata's new footsteps 
Footwear maker Bata 
is planning to get 
into institutional 
sales. Bata, which 
recently sold off its 
slipper brand Hawaii 


DILEEP PRAKASH 


to Brazilian company 
Alpragatas for 

Rs 3.90 crore, will 
manufacture speciali- 
sed shoes for defence 
forces, hospitals, air- 
lines, and factories. 
“The institutional 
sales are quiet big in 
Latin American 
countries; this can be 
emulated here also,” 
said P.M. Sinha, 
chairman of Bata 
India. Bata will also 
invest Rs 200 crore 
to add 240 stores to 
its existing 1,200 in 
the next three years. 





GIC finds a partner 
in Hannover 
Mumbai-based insur- 
ance company GIC 
has partnered with 
the world’s fifth 
largest re-insurer, 
Hannover Life Re, 
to introduce life 
reinsurance business 
in India. This will 
give GIC access to 
Hannovers interna- 
tional network. 


Intas ‘crams’ 

into the US 
Ahmedabad-based 
Intas Biopharma- 
ceuticals has acqui- 
red Biologics Process 
Development Incor- 
porated (BPD) based 
in California. This 
will facilitate Intas's 
foray into the US 
market, especially to 
expand its contract 
research and manu- 
facturing services 
(Crams) business. 
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Tatas' power plans 
Mumbai-based Tata 
Power is ramping up 
capacity to about 
13,000 MW over the 
next five years thro- 
ugh its various ongo- 
ing projects. These 
include Dehrand 
(2,400 MW), Naraj 
Marthapur (1,000 
MW), Naraj Martha- 
pur (1,270 MW), and 
Jharkhand captive 
power project (500 
MW), said Prasad 
Menon, managing 
director of Tata 
Power. 








DEALTRACKER 


BW-THOMSON REUTERS PE TRACKER 


J UME The Asian PE market saw 408 deals worth $3.48 billion as on _ 
22 June 2008. India was the largest market in the region with 163 deals - 


worth $1.37 billion. 





Top India deals 


PE investments by nation 


No. of deals 


| 2. 9. 






Australia 


















TARGET INVESTOR | 
NATION ($M) a Taiwan 
KSK Energy Ventures GE Capital Structured Finance Group, US 97.43 a 
Others* South Korea 

Devyani International New York Life Capital Partners US 70.03 | -— 
Sterling & Wilson Goldman, Sachs & Co. US 50.00 m Hong Kong 
Seaways Group IDFC Private Equity Co. India 28.02 90.70 
Genesis Colors SVB Capital Partners, Mayfield Fund, US 25.68 13 Vietnam 

Sequoia Capital 36.00 
Deepak Cable Co. UTI Venture Funds Management Co. India 20.00 6 Thailand 
Neesa Leisure Axis Private Equity India 19.00 17.60 
Corrtech International Axis Private Equity India 17.00 Aa lll No. of deals 
Dixon Technologies (India) Motilal Oswal Venture Capital Advisors ^ India 9.34 15.00 Deal value 1 
e —— ete arr 1D LL Cm s Gm a m 

Figures for 8-21 June 2008 *MacQuarie's Infrastructure and Specialised Funds Division (UN), socis oe 


IDFC Private Equity Co. (India), Undisclosed US investors 
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Citi cuts itself down 
Citigroup, led by 
India-born Vikram 
Pandit, is planning to 
trim its trading and 
investment banking 
workforce by 10 per 
cent. This means 
about 6,500 emp- 
loyees will be issued 
pink slips. This 
downsizing will help 
the bank, which has 
posted losses to the 
tune of $15 billion in 
the past two quarters 


through write-downs, 


to recoup some 
lost ground. 





Novelis's IT foray 
US-based aluminium 
major Novelis, which 
was acquired by Adi- 
tya Birla Group flag- 
ship firm Hindalco 
Industries last year, 
has floated an infor- 
mation technology 
company, Novelis 
Infotech, in India. 
The new company 
will initially work for 
in-house businesses 
of Novelis and 
Hindalco, but with 
an option to accept 
contracts from third 
party companies in 
the future. Novelis 
Infotech will write 
software mainly for 
Novelis's operations 
and is expected to 
generate revenues of 
around $100 per 
annum in the first 
year of operations 
itself, said Martha 
Brooks, president 
and CEO of Novelis. 
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Taking Bollywood 
to Singapore 

Big FM, part of the 
Anil Ambani-owned 
Reliance ADAG, has 
partnered with 
Singapores Media- 
Corp Radio for a 
new FM station, 
BIG Bollywood 96.3 
FM, marking Big 
FM's first foray 
outside India. This 


is notable, as it comes 


immediately after 
Reliance ADAG 
announced its grand 
plans to enter 
Hollywood. 





outsourcing 
requirements for 
billing processes to 
other carriers. 

For TFL, the move 
is part of its effort 
to gear up to the 
changing competitive 
environment in the 
country. For Tech 
Mahindra, this is the 
third major deal in 
one month. 

Tech Mahindra has 


Sowing seeds 

of growth 
Banglore-based seed 
company Advanta 
India has acquired 
the sunflower seed 
business of US-based 
Limagrain. The 
acquisition will 

help strengthen 
Advanta’s sunflower 
breeding business 
across the world. 


Tech Mahindra's recently sewn a $24- 
Fiji deal million retail trans- 
Mumbai-based Tech formation deal with 
Mahindra, led by Telecom New 


Zealand. 


Managing Director 
Vineet Nayyar, 
announced bagging 
a $7.6-million, 
18-month transfor- 
mational deal with 
Telecom Fiji (TFL). 
As per the deal, 
Tech Mahindra will 
replace TFL’ existing 
IT systems, billing 
systems as well as 
oversee Telecom Fiji's 
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Top Asia deals k 
INVEST INVESTOR DEAL SIZE 





SA NATION ($M) 
— Taiwan Broadband Taiwan Macquarie Shinhan South Korea: — 372.04 
___ Communications Co. Infrastructure Mgmt Co. 
A&R Whitcoulls Group New Zealand Pacific Equity Partners Australia 110.00 
-— Holdings | 
—— KSK Energy Ventures India ' GE Capital Structured Finance US 97.43 
A Group, Others* 
ABC Developmental Australia Morgan Stanley Private Equity, US 78.00 
— Learning Centres — Lazard Alternative Investment 
E Devyani International ‘India New York Life Capital Partners US 70.03 
_ Sterling & Wilson India Goldman, Sachs & Co. US 50.00 
—— Jiangxi Tianren China Kleiner Perkins Caufield & — US 30.00 
4 . Zoology Industrial Co. Byers, Blue Ridge Capital 
ae Seaways Group “India . IDFC Private Equity Co. India 28.02 
e Genesis Colors India SVB Capital Partners, US 25.68 
as 7 Mayfield Fund, Sequoia Capital 
e Deepak Cable Co. India UTI Venture Funds India 20.00 
Management Co. 
|  'Mactiuarie's infrastructure and Specialised Funds Division (UN. 
WFC Private Equity Co. (India) 
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Quick Take 





Has international oil production 
reached its peak? 


We asked sas Lester Brown, president, Earth Policy Institute; Eshita Gupta, research associate, The Energy and 
Resources Institute; Pranav Parikh, managing director, Q-India Investment Advisors; Devi Singh, director, IIM-Lucknow; 
Gagan Mehra, managing director, Osram India; Sunil Sapra, country manager (India & SAARC), WatchGuard Technologies; 
Abhinav Goel, director, Fitch Ratings; Manish Kumar, associate director, KPMG; Vaibhav Puri, independent consultant 





>> Of the 20 largest oil fields, the ^^ Increasing oil prices should > Peak oil is imminent, unless 
youngest is 30-year-old. Either it's lead to more exploration, so we we find new reserves or alternative 
peak oil or it's imminent. ® © might not see ‘peak oil. @ © sources of energy. § 
Lester Brown, president, Earth Sunil Sapra, country manager, Devi Singh, director, 
Policy Institute WatchGuard Technologies IIM-Lucknow 


YES BEGAUSE: The discovery of oil reserves has plateaued in the past few years even as 
demand continues to rise. Therefore, a peak can't be more than a decade away. The International Energy 
Agency forecasts that world oil demand will rise from 85 million barrels per day currently, to 120 MBD 
in 2030. However, many geologists have indicated that even producing 100 MBD might be impossible. 
The 20 largest oil fields were all discovered between 1914 and 1979. And while large deposits do exist 
in Alaska, they are protected by environmental regulations. The reluctance of OPEC nations to increase 





SERO ARE Edi ers 





Ee output further supports the theory of peak oil. Unless alternative energy sources are activated, peak oil is 
Biren — imminent. Clean development mechanism could also be useful in conserving energy. 
gn i E. N O BEGAUSE: While the peak of oil discovery happened in the 1960s, new offshore oil 
E discoveries and increased offshore production should more than make up for it. OPEC countries have 
es = made significant capacity additions, while non-OPEC supplies continue to increase with new finds. As oil 





prices increase, it will make exploration and production activity more viable. New deep-water discoveries, 
re-activation of earlier discontinued wells and technologies like coal-to-liquid will help increase supplies. 
Existing oil fields have adopted enhanced oil recovery techniques to check decline in production. High 
prices may also force some countries to tap untouched reserves in places such as Alaska, in an attempt 
to stabilise supplies. Finally, most of the increase in demand is probably fake — rigged by speculators. 





3 


B MAYBE BEGAUSE: Many studies suggest that peak oil would arrive between 2005 and 


2010. However, some of these could have been manipulated so there is no reliable data. Too many 
unknowns exist — will the US allow drilling in Alaska? Could more offshore oil deposits be located 


" UM 





_ elsewhere? China and India have increased demand for oil, but this is not enough to justify present oil 
a prices. The scary bit is, if peak oil has arrived, the world is now in a zero-sum game where for any 
= country to consume more oil, other countries would have to consume less. So, whether oil is scarce or 


not, the need for alternative energy sources has never been higher. The best way to tackle the problem in 
the long-term would be to explore alternative fuel sources and manage demand efficiently. 
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Gone are the days when the slow and steady won the race. Success comes to those 
who make the right moves, way before the rest. For all your business moves, now 


get the bigger picture. Because, when we talk business, WE MEAN BUSINESS. a U E i N i Say S N EWS 
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Comment 





Who Are We 
Kidding? 


by omkar goswami 


OVER TIME I HAVE OBSERVED A TREND ACROSS 
all major industry associations and cham- 
bers of commerce. They compete to say 
things that the government wants to hear. 
Nobody seriously criticises any policy or pro- 
cedure, however politely it may be couched. 
None wants to be the harbinger of bad tid- 
ings. Each want to outdo the others in 
singing hosannas of ministers, ministries 
and the prospects of everlasting growth. 
Soon, associations and chambers get be- 
holden to the ministers. The balance of 
power — delicately poised in the best of 





Well, it is bad news time. Say what you 
want, but manufacturing growth is slowing 
down quite rapidly. Moving averages exhibit 
trends better than point estimates. The 
graph plots the growth of the index of manu- 
facturing, with the blue line being the year- 
on-year growth based on point estimates, 
while the red line gives the annual growth of 
the three-month moving average. 

In January 2007, manufacturing growth 
based on the three-month moving average 
was 14.6 per cent. By October 2007, it was at 
10.6 per cent — down 400 basis points from 
January. Few, if any, had rung the warning 
bell. Ashok V. Desai, a columnist in this mag- 
azine, was an exception. In April 2008, 
growth was down to 6.5 per cent. 

Several sectors have been getting ham- 
mered. In August 2006, spurred by cheap 
credit, consumer durables growth (three- 
month moving average) was 18.4 per cent. 
By September 2007, it had de-grown to 5.5 
per cent. There has been a mild uptick since 


- | 
times — shifts in favour of the politicians India's then. Even so, growth in April 2008 was a 
mentiti — Milit < Bekins: uet E 
propitiated. e more revered they are, : ! j 
the less they can be criticised. slowdown is cent in May 2007 to 7.6 per cent in April 


It works in good times. When the econ- 
omy is growing at over 9 per cent with infla- 
tion under control, a competitive exchange 


for real. And 
it will be 


2008. Intermediate goods output growth 
has dropped from 14.7 per cent in January 
2007 to 5.4 per cent in April 2008. Even that 


rate, and a fairly benign interest rate regime longer than sturdy growth engine — capital goods — has 
— as we had for almost three of the past four f fallen: from 24 per cent growth in October 
years — mutual admiration societies give most of us 2007 to 11.7 per cent in April 2008. 

€ to =e dA a Vt: te ea choose to Pen — have gone emo the ga = 
when the ride gets bumpy. After years o i pecially steel, copper and aluminium. While 
adoration, few ministers can tolerate even believe there are metal cost pass-through clauses in 


gentle criticism; and few, if any, in the indus- 

try want to be the first to bell the cat. So, 

when things start going downhill, chambers of commerce 
and industry associations remain ostrich-like for longer 
than most. Nobody wants to be the bearer of bad news. 


MANUFACTURING GROWTH: SLIP SLIDING AWAY 
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most contracts, I have seen manufacturers 
facing great difficulty in making their buyers 
agree to price hikes. The lag is usually six months; some- 
times more. Few customers agree to pay more for energy 
costs. Try running an energy-intensive business where fur- 
nace oil prices have risen by 73 per cent between April 2007 
and June 2008 without pass-through, and you'll know. 
That's not all. Global demand growth is down; so too is In- 
dian demand growth. We are also sure to see another sharp 
interest rate hike as RBI tries its bit to rein in inflation. I 
won't be surprised if manufacturing growth comes down to 
the 4.5-5 per cent mark for most of 2008-09. Plus, be pre- 
pared for lower growth, lower profit margins and major 
stress on cash flow management. And ask your chambers to 
lift their heads from the sand. When the horizon is dark and 
swirling, you can't pass it off as an evening breeze. 











The author is chairman of CERG Advisory. 
omkar.goswami@cergindia.comO 
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In The Eye 
Of A Storm 


Exits from 
the board 
and a penal 
action put 
BSE in the 
news 


CALLING IT A DAY: 
BSE's only shareholder 
director Jamshyd Godrej 
resigned on 19 June 


by Rajesh Gajra 


RECENT EVENTS AT THE BOMBAY STOCK EXCHANGE 
(BSE) in the past two weeks have raised the eye- 
brows of many market intermediaries and 
investors. There is a hint of Securities and 
Exchange Board of India's (Sebi) partial in- 
volvement in the mix as well. 

On 19 June, the BSE’s head of corporate aff- 
airs, Kalyan Bose, issued a terse one-line press 
release stating that two directors, Jamshyd 
Godrej and Shekhar Datta, had resigned from 
BSE' board. No reasons were given, but board- 
room grapevine has it that there were differ- 


ences between the two directors and some of 


the other board members, including the trading 
member directors. There were about 12 direc- 
tors on BSE's board before the resignations. 
BSE did not respond to BW’s queries. Datta, 
director in Bharat Heavy Electricals, was the 
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non-executive chairman of BSE's board of dire- 
ctors, and Godrej, managing director of Godrej 
& Boyce Mfg, was a shareholder director. Thi- 
ngs have not been hunky dory after the change 
in the nature of directorships — from public in- 
terest to shareholder — in September last year. 

Some reports suggest that one point of 
contention was to do with broker-directors 
interfering with the management on opera- 
tional matters. Another suspected dispute is 
whether Deutsche Borse and Singapore 
Exchange, who have 5 per cent stake each in the 
BSE, should be given board seats or not. Those 
in favour of this argued that the two overseas 
exchanges' stakeholding in BSE was strategic 
and so deserved a seat. The National Stock 
Exchange (NSE) had inducted NYSE- 
Euronext, which holds a 5 per cent stake in 
NSE, into its board in September last year. 

A day after the resignations, over 220 brokers 
were fined — for amounts ranging from 
Rs 10,000 to Rs 5 lakh — for entering trades at 
‘unrealistic prices’ in KGN Industries and in 
Sylph Technologies. KGN, which was suspen- 
ded from 2000 and was traded at about Rs 9 at 
that time, got traded on 21 May at a price of 
Rs 55,000. On that day, only 827 shares were 
traded across 383 trades for a total value of 
Rs 43 lakh at a weighted average price of Rs 
5,216. The Sylph stock, last traded at Re 1 in 
2002, saw 65 trades for 6,500 shares at a 
weighted average price of Rs 314, but the day’s 
highest traded price was Rs 800. 

The 220-plus brokers include large and well- 
known retail brokerage firms such as Anand 
Rathi Securities, Angel Broking, Brics Securi- 
ties, Geojit Financial, ICICI Securities, India 
Infoline, Karvy Stock Broking, Kotak Securi- 
ties, Motilal Oswal Securities, Religare Securi- 
ties, Sharekhan, SBI Cap Securities, etc. 

“The BSE has a duty to discharge its responsi- 
bility as a self-regulatory organisation and Sebi 
would obviously encourage BSE to do this in an 
effective manner,’ says a senior official in Sebi. 
But the BSE hasn’t disclosed the exact fine 
levied on each of the named brokers. So brokers 
with few orders are being branded as suspect 
along with those with many orders. “Why don't 
they define the word ‘realistic prices’?” asks the 
CEO of one of the brokers who was named. 

Brokers say it is impossible to stop clients — 
who trade from terminals all over the country — 
from entering orders at prices seen on the 
screen. The BSE went after almost every broker 
whose clients had placed orders in KGN 
and Sylph. Perhaps, BSE’s methodology needs 
to be scrutinised. 
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The Great 


Rush Begins 


Maruti is 
finally 
discovering 
the Indian 
design 
talent 


NEW DESIGNS: 

By hiring 1,000 engi- 
neers, Maruti plans to 
create cent per cent 
India-designed cars 


by M. Rajendran 


IN JUST A HANDFUL OF YEARS, BRAND NEW JAGUARS 
and Land Rovers — both icons of British auto- 
mobile manufacturing — could very well incor- 
porate Indian designs. While this post-colonial 
irony might make the British uncomfortable, 
this is part of a brand new phase in Indian auto- 
mobile manufacturing, where engineering and 
design centres are being set up across the coun- 
try by both foreign and Indian auto manufac- 
turers for future car projects. 

Take Maruti, for example. For many years 
Maruti was denied the gearbox technology by 
its partner Suzuki. Now, the Japanese auto gi- 
ant, with 54 per cent equity in the company, is 
scouting for talent in India so that it can set up a 
small car design hub. The company plans to 
hire more than 1,000 automobile engineering 
professionals and has created a separate human 
resources (HR) division with its own budget 
and decision-making process. 

The move, senior Maruti Suzuki executives 
say, is in line with the direction given by the new 
managing director, S. Nakanishi. The company 
aims to roll out the first batch of completely 
India-designed and developed cars by 2011. In 
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fact, more than 60 per cent of the design of the 
new model A-star, which will hit the roads in 
October this year, has been crafted by Indian 
auto engineers. Their contribution was more 
than 25 per cent in Swift. 

The company has aggressive plans for model 
launches and next-generation engines over the 
next three-to-five years, and the nearly 75 
Maruti engineers, who have been trained in 
long-term projects at Suzuki, will play pivotal 
roles in this process. Raw talent will be recrui- 
ted and given a free hand in the Suzuki design 
centre in Japan, before they begin work on 
specifics in India. “It is just a beginning,” says 
S.Y. Siddiqui, chief general manager (HR) at 
Maruti Suzuki. “We hope to have a real crop (of 
Indian auto designers) by 3-4 years.” 

Indian firms such as Tata Motors — which re- 
cently bought Jaguar and Land Rover — and 
Mahindra & Mahindra (M&M) have also jum- 
ped into the fray and decided to cultivate engin- 
eering talent in India. “There is a knowledge 
gap, and auto companies here are trying to bri- 
dge that to make India's delivery capabilities ro- 
bust, says B.V.R. Subbu, director of Delhi- 
based Argentum Motors Engineering Design. 

Foreign acquisitions are one way to bridge 
the talent gap. Tatas, for example, snapped up 
INCAT, an engineering design firm based in the 
UK in 2006. Recently, it also bought a minority 
stake in Pininfarina, an Italian car design firm. 

Now, however, encouraged by the success of 
new designs from Tata s Nano and M&M's Scor- 
pio, the two Indian companies are planning to 
invest in the recruitment and training of local 
talent. Tata Motors is expected to spend more 
than £700 million in R&D and salaries for 600 
engineers and technical staff over the next two 
years. This expenditure is primarily aimed at 
managing the design process for the Jaguar- 
Land Rover acquisition. M&M has also annou- 
nced an investment of Rs 480 crore in its new 
automobile design and development facility in 
Chennai. It also includes specialised training 
for new and middle-level HR recruits. 

These companies are also utilising interna- 
tional HR methods to retain top-level local tal- 
ents. Says Siddqui, "The new HR (R&D design) 
would experiment with doing away with attrac- 
tion for titles. A chief design head would be pro- 
vided the same compensation, respect and posi- 
tion as a general manager.” If successful, the 
company plans to follow this new philosophy in 
other divisions as well. 

Ifthese efforts meet with success, India could 
soon give China a run for its money as the new 
destination for auto design. 
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The dawn of a 


During the last four decades, KEl has emerged significantly in powering the Indian industrial sector. 
With its HT, LT, EHT Power cables, Super Specialty cables such as Fire Survival cables, Zero Halogen 
cables and Braided cables, it caters to a wide range of industries. The sectors of economy which are 
thoroughly benefited by KEI cables include power sector, refineries, oil and gas sector, steel plants, 
fertiliser projects, international EPC projects and the energy sector to name a few. With its escalating ! 
l j The power behind the power 
foothold in the global market, KEI soon promises to be the one name in cable services. 
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Bill Gates’ 


ew Window 


Why the 
world's 
richest 
geek Is 
retiring 

young 


BILL V 





by Feroz Ahmed 


ON 1 JULY 2008, 52-YEAR-OLD WILLIAM HENRY 
Gates III, better known as Bill Gates, will press 
Ctrl+Alt+Delete on his career with Microsoft 
Corporation, the software company he founded 
33 years ago, and reboot himself in the avatar 
of a full-time philanthropist. Gates insists 
that he is not retiring, rather only reorienting 
his priorities. 

The geek, who has made a personal fortune 
of almost $60 billion offering software 
solutions, now wants to solve the problems of 
poverty and sickness in the world with his 
money and influence. The Bill and Melinda 
Gates Foundation, founded in 2000, is aiding 
development of vaccines for malaria and 
tuberculosis, and working to contain and pre- 
vent AIDS. Besides, the foundation is also help- 
ing educate the world's poorest and marginal 
farmers about new technologies and market ac- 
cess. That is a lot, and Gates realises that it 
needs full-time dedication and cannot be done 
with part-time attention. 


BORN 
28 October 1955 


EDUCATION 
Lakeside School and Harvard University 


CAREER 
Founded Microsoft 
with Paul Allen 


Signs a landmark deal with 
IBM for DOS 


Windows 1.0 launched 
Microsoft Office launched 


Microsoft becomes first 
billion-dollar software company 


Windows 95 with integrated 
Internet Explorer and MSN launched, 
gains near-monopoly of OS market 


Bill and Melinda Gates 
Foundation set up 


Xbox gaming console introduced 
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Nandan Nilekani, co-chairman of Bangalore- 
based Infosys Technologies, who has interacted 
with Gates on several occasions, is counting on 
him to succeed in this daunting challenge even 
though human misery is not akin to a buggy 
sottware that can be fixed with a smart piece 
of code. “The world is fortunate that a man of 
his genius is putting his enormous wealth and 
brand value behind social causes and that, 
too, in the prime of his life,” he says. Gates, 
Nilekani points out, is not just throwing money 
at a problem. “He is extremely well informed 
about what he is dealing with,” he says. “For 
example, he knows that in India, malaria is a 
key health problem and he wants to fund a vac- 
cine for that.” 

Clearly, the multi-billionaire from Seattle, 
who yielded a quarter to nobody in the pursuit 
of his dominance of the PC and internet soft- 
ware markets, has mellowed with age. 

For him, debating over operating systems for 
a computer is now not as important as the is- 
sues of starvation and death. In fact, it would be 
safe to surmise that Gates’ philanthropy is get- 
ting him respect in greater measure than what 
he achieved through his software success. 

Even his one-time client and later rival, Steve 
Jobs of Apple Computer, said on a show last 
year that the world was a better place because 
Gates realised that his goal was not to be the 
richest guy in the cemetery. Warren Buffett, an 
investment wizard and an occasional bridge 
partner of Gates, also committed his fortunes to 
the foundation in 2006, adding much-welcome 
dollars to the foundation's kitty. That is a very 
good start for Gates, the charity evangelist. In 
an exit interview posted on Microsoft’s website, 
Gates said that he needed to orchestrate the 
rich world to help out. 

It seems that Gates’s philanthropy will 
overshadow his software empire as his legacy. 
Though he founded and built the world’s first 
pure software company, and made computer 
use accessible to billions of ordinary tech- 
dummies around the world, he will also be 
measured by the success he achieves in eradi- 
cating disease and poverty in the world. “His 
position in the business pantheon as one of the 
top transformational businessmen of the 20th 
century is a done deal,” says Nilekani. 

For Kiran Karnik, former president of 
Nasscom, Gates’s legacy will not so much be 
about Windows and MS Office but about being 
a role model for the garage start-ups and the 
super rich going beyond token corporate social 
responsibility, and actually putting their bil- 
lions where their heart is. 
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destinations. Just to give you a sneak preview of the 
potential of Jagran footprint: There are 50% of SEC 
A and 48% of 10 K+ MHI people residing here. And 
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Price 








by Puja Mehra with Pierre Mario Fitter and M. Rajendran 


EXECUTIVE SUMMARY 


€ As inflation is driven by 
food, fuel and financial 
speculation, monetary 
and fiscal price-control 
measures will have 
limited Impact 





® India needs to radically 
overhaul the way it 
acquires, consumes 
and prices energy and 
food. Doing this will be 
tough, but ultimately 
beneficial 


— HE SIGNS WERE DISCERNIBLE TWO 
— . years ago. “It is desirable to 
— watch for incipient pressures 
building (from)... the elevated 
levels of international com- 
modity prices,’ Reserve Bank 
ae of India Governor Y.V. Reddy 

had "ine in the October 2006 credit policy. 
Yet, RBI and the Indian government were 
unwilling to act — to prepare, preempt and 
think through the long-term implications ofthe 
problem. As a result, inflation has now pierced 
the 11-per cent mark and reached its highest 
point in 13 years on the back of vertiginous food 
and fuel prices. The burden on the exchequer is 
huge. The total cost of the explicit and implicit 
subsidies on energy products in India have 
added up to Rs 2,25,000 crore — equivalent to a 
third of last year's total tax revenue — threaten- 
ing the nation's fiscal deficit and entire growth 
story. Additionally, Finance Secretary D. Sub- 
barao says direct and indirect food and fertiliser 
subsidies, too, would be significantly higher 
than the Budget estimates of Rs 71,431 crore 
and Rs 18,757 crore for bonds issued to compa- 

nies in lieu of subsidies. 

Finance Minister P. Chidambaram was not 
exaggerating when he told the OPEC nations in 





As inflation soars, India is 
paying a heavy price for its 
chronically poor energy 


and food policies 


Jeddah recently that rising oil prices threaten to 
wipe out the economic gains made by develop- 
ing countries. While he rightly meant to criti- 
cise oil producing countries and energy specu- 
lators, he neglected to mention the Indian 
government's own sloth and myopic policies, 
which have kept India economically vulnerable 
to food and energy crises even 61 years after In- 
dependence. It is not until these policies are al- 
tered and significant structural changes made 
in the way India acquires and consumes food 
and fuel, and speculators restricted from abet- 
ting price rises in these commodities, will the 
country's economic future be secure. 


How Rising Prices Are Impacting Business 
Today, that future looks bleak. “The cost pres- 
sures on account of rise in the cost of raw mate- 
rials, oil, power, labour and interest burden 
have put a huge dent on the margins and on the 
operating performance of companies, forcing 
many to partially offset this pressure through 
an increase in prices,” says a June 2008 Ficci 
survey. Input costs have risen for 77 per cent of 
Indian companies in the past six months, ac- 
cording to a June 2008 McKinsey Global sur- 
vey. The manufacturing industry is the hardest 
hit with almost 90 per cent of companies re- 
porting rising energy costs as the biggest threat. 
Things will only get worse, particularly for in- 
dustries heavily dependent on oil, steel and 
other imported commodities, such as consumer 
products, automobiles, airlines, consumer 
durables, and housing and construction. Of the 
companies McKinsey surveyed, 64 per cent ex- 
pect inflation to rise within the next six months, 
and are, thus, planning 10 per cent price hikes, 
which will further fuel inflation. Holding on to 
prices in the face of rising costs and dwindling 
demand from hard-hit consumers will be al- 
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most impossible for companies, especially small 
ones, says Siddhartha Roy, chief economist of 
Tata Sons. "That will choke off expansionary in- 
vestment plans and growth,’ he says. 

Some companies are putting up a brave front. 
"Steel prices and inflation are part of a growing 
economy, so the game is who can manage inter- 
nal costs better," says Sreedhar Gupta, a director 
at Abhishek Auto. RBI's attempt to combat infl- 
ation by raising both the repo rate and cash res- 
erve ratio by 0.5 per cent is clearly pinching. “Fi- 
nancing working capital has become a problem 
and transportation costs are soaring, says M. 
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Radhakrishnan, joint managing director of 
auto ancillary maker Autoline Industries. At 
Abhishek Auto, too, plans to expand into new 
product lines have been put on hold. “There is 
no short term solution that I can see — we want 
to wait and watch where the economy is going 
in the next 6-7 months,” says Gupta. 

A tightening in consumer spend is seen most 
clearly in the retail industry. "Inflation will keep 
people away from stores this year,” says Samar 
S. Sheikhawat, Spencer's Retail's vice-president 
for marketing. Spencer's continues to grow at a 
healthy 15 per cent a month, but *rising transp- 
ortation costs are fuelling the cost of vegetables 
in mandis, says Sheikhawat, who like all retail- 
ers will have to rethink discounts, especially for 
personal care products, food and groceries. 

Banks are preparing for even greater challen- 
ges, as defaults on loans could rise from their 
current historic lows. There is also the danger of 
their government securities portfolio taking a 
substantial hit. Abhishek Agarwal at Religare 
Research categorically says that the current sce- 
nario will hurt business growth and raise loan 
default rates, especially on the retail side. 


The governments response to the situation has 
been to tinker with duties and levies on commo- 
dities, while the RBI has raised interest rates. 
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SATHEESH NAIR 


Despite the threat rising 
oil prices pose to 
economic security, the 
government continues to 
hide the true cost of 
fuel subsidies behind 
Opaque pricing 
mechanisms 








ALTERNATIVES: 
Allowing companies 
such as Mukesh 
Ambani's Reliance 
Industries and state- 
owned GAIL to expand 
city gas distribution 
networks will help the 
government reduce its 
kerosene subsidies 
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Both measures will be mostly futile, given they 
will have no impact on the global rise of crude 
and commodity prices, which, the FM has con- 
fessed, account for more than 90 per cent of 
today’s inflation. “The RBI has been behind the 
curve for not having increased the benchmark 
repo rate in April and waiting till June for the 
first hike,” says Tushar Pandit, Goldman Sachs’ 
vice-president for Asia Economic Research. 
Tata Sons’ Roy says, “The government went 
wrong on the supply side in commodities ... 
(2006-06) with delayed imports of foodgrains 
and belated cuts in import duties.” 

In fact, the RBI's tight money policy, while in- 
effectual on inflation, could slow the economy, 
raising fears of stagflation. India’s industrial 
growth has fallen from 14.8 per cent in March 
2007 to 7 per cent this April, and “the slowdown 
is largely the result of the tight monetary policy 
of the RBI”, the Ficci report concludes. 

“The finance ministry has said that they had 
no control over oil prices and there was a limit 
to using supply side measures to tackle infla- 
tion,” says Sonal Verma, India economist with 
Lehman Brothers. “We judge that this could be 
because more tax cuts would mean more rev- 
enue losses, and any additional borrowing by 
the government is itself inflationary. Therefore, 
even though demand was not the cause of 
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higher inflation, managing demand had to bea 
part of the solution and monetary policy would 
be the first line of defence against inflation’. 

Still, there is no running from the fact that 
the government needs to tackle India’s food, 
fuel and financial speculation head-on. 


Sizing Up Speculators 

Chidambaram correctly identified the problem 
of excessive speculation in Jeddah: “The causes 
for the current pandemonium in oil prices lie in 
unregulated over-the-counter markets and fu- 
tures trading in oil. There is a need for the oil in- 
dustry to re-assert its leadership in price forma- 
tion and not remain a passive spectator.” The 
reproach, however, seems late. Since 2003, 
$250 billion has poured into speculation in 
commodities, whose prices have gone up by 
about 183 per cent in five years, according to 
records from US Senate hearings. That's driving 
prices up, says Eshita Gupta, a research associ- 
ate at Teri. “Demand has increased in China and 
India, but not by the amounts that could drive 
prices so high", she says. While global oil consu- 
mption grew marginally by 1 million barrels per 
day in 2007, production fell by 130,000 barrels 
per day. That alone cannot account for the cur- 
rent rise in oil prices, Chidambaram insists. 

Part of the reason speculators are playing in 
oil and food markets is that equity and other in- 
vestments became too risky after the subprime 
crisis. Large pension and hedge funds "have 
stockpiled, via the futures market, over 1 billion 
barrels of petroleum", estimates Tarun Kataria, 
HSBC India's managing director & head of 
global banking and markets. 

The disruptions speculators are causing in 
food markets are more severe. Currently, their 
stockpile of wheat futures amounts to 1.3 billion 
bushels — enough to meet the US's bread, pasta 
and baked goods demand for two years. 

Agile regulators are forcing clampdowns. 
The US's Commodities Future Trading Commi- 
ssion is demanding daily disclosures from large 
speculators and could even slap trading limits 
on them. Yet, over-the-counter trading markets 
are unaffected and further curbs on speculation 
are needed. The FSA in Britain is resisting 
clamps on speculation. India needs to continue 
Chidambaram’s strategy of pressurising global 
authorities to act against excessive speculation. 


Inverting Energy Subsidies 

Given that energy is India's largest economic 
problem, it seems absurd that the country — 
unlike Brazil, China and Russia — has failed to 
construct a long-term energy policy to shift fuel 
consumption and subsidies away from impor- 
ted fossil fuels towards domestic alternatives. 
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Currently, India's approach to cushioning it- 
self against rising crude prices is to subsidise 
fuel, which is no solution at all. In fact, this ex- 
acerbates the problem, as by making petrol, 
diesel, kerosene and cooking gas cheaper, the 
government only encourages their usage. For 
example, demand for diesel shot up abnormally 
by 10 per cent last year. 

India's greater oil-related problem is that it 
buys the fuel on the spot market, where prices 
fluctuate. "Since the RBI has foreseen the firm 
global oil price in 2006 when crude was still at 
$60 a barrel, the country should have opted for 
long-term purchase contracts,” says Tata Sons’ 
Roy. The best way to secure long-term oil at sta- 
ble prices would be to buy global oil fields. Here, 
too, New Delhi has lagged Beijing, which has 
bought oil fields in 11 countries. 

Though the government has raised some fuel 
prices, it has failed to hike the price of kerosene 
— even though the National Council for Appl- 
ied Economic Research estimates that 38 per 
cent of kerosene meant for the public distribut- 
ion system (PDS) is pilfered. “Given the abun- 
dant evidence that petroleum subsidies are en- 
joyed by the middle-and-high income Indians, 
the government should raise prices to reflect 
the true cost and signal cautious use,” says Teri's 
Executive Director, Leena Srivastava. 

Increasing the use of natural gas, which ac- 
counts for less than 8 per cent of India's energy 
mix (the global average is 24 per cent), should 
be part of any solution. While the global price of 
natural gas is $25 per British Thermal Unit 
(btu), Reliance Industries (RIL), which is tap- 
ping one of the world's largest gas fields in 
Andhra Pradesh, has to sell its output to the 
government for $4/btu. If transporters could be 
encouraged to convert from diesel to CNG, a 
cleaner, greener fuel derived from natural gas, 
India's diesel subsidy would fall. Of course, this 
would entail opening greater numbers of CNG 
pumps in cities and along highways, but the 
savings would make this viable. 

The kerosene element of fuel subsidies, 
which is Rs 2,700 crore, could also be reduced if 
CNG is piped into homes by expanding the 
country's city gas networks. RIL is waiting for 
gas distribution licences in 50-odd cities. “Con- 
sumers and the nation will save on monthly 
budgets and subsidies post approvals,” says 
RIL's spokesperson, Paresh Chaudhary. The 
company’s proposal, however, is still awaiting 
bureaucratic clearance. 

With coal costing about $4-$6 a btu, both im- 
ported and domestic coal are far cheaper than 
imported oil or gas. The US, China and Europe 
are all pushing new coal liquefication technolo- 
gies and India could do the same. But proposals 
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from both Tatas' and RIL to build such plants 
are currently lost in red tape. 

The government could also resolve to shift 
subsidies from petrol and diesel to public trans- 
portation and clean cars over the next five years. 
Privatising, or at least expanding, the country’s 
rail network would also help move the move- 
ment of goods away from polluting trucks. 

Good quality, air-conditioned public trans- 
portation, including buses and taxis, greatly re- 
duces the need for cars, as seen in New York. It 
has been estimated that India needs about 
76,000 additional buses from the organised 
private sector at a cost of Rs 14,000 crore to cre- 
ate a national public transport system that is 
efficient and reliable. That's a fraction of the 
annual diesel subsidy. Shifting subsidies from 
fuel to new electric, hybrid and hydrogen cars 
that companies such as Tata Motors and 
Mahindra & Mahindra are building would also 
reduce the oil import bill. While EVs, such as 
the Reva, use no petrol, hybrid cars are about 
twice as efficient as conventional cars. 

Yet, the government has been miserly in the 
subsidies it gives the Reva and made the only 
hybrid available in the country, the Honda 
Civic, virtually unaffordable by slapping nu- 
merous levies and taxes on it. Other renewable 
energy sources, such as solar, wind and bio-gas 
power should also be incentivised through 
greater subsidies, something even the US is at- 
tempting with The Renewable Energy and Job 
Creation Act. Not only would the diffusion of 
solar lamps and bio-gas cookers reduce the 
need for kerosene in villages, these technologies 
could generate up to 10 per cent of India's 
power needs by 2020, according to the Ministry 
for Renewable Energy. "If we do not take steps 
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THE OUTLOOK 
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now, we will be asking these questions everv six 
months,” says Atul Asthana, an independent re- 
newable energy consultant. 


Finding Food 
The government has begun to “take comfort in 
the record production of wheat and paddy, and 
adequate stocks of wheat and rice”, assured Chi- 
dambaram in a statement earlier this week. It 
has procured 22 million tonnes of wheat and 26 
million tonnes of rice. Barely 10 months ago, 
though, Chidambaram had tabled in the Lok 
Sabha the dismal proof of India’s failure in agri- 
culture, showing stagnating productivity and 
production. Total area under food grains has 
stagnated at 125 million hectares. The produc- 
tivity of wheat hovers around the 2,700 kg per 
hectare mark, production stays within 68-73 
million tonnes. The productivity for rice is lan- 
guishing at 1,950 kg per hectare and the pro- 
duction remains at 85-91 million tones. Fact is, 
the 4 per cent agriculture growth is deceptive 
since it factors in 8 per cent growth in horticul- 
ture and animal husbandry. “An agriculture 
emergency is developing,’ Chairman of Natio- 
nal Commission on Farmers M.S. Swamina- 
than had told BW earlier this year. Agrees agri- 
business and trade specialist Vijay Sardana, 
“Agriculture isn't seen as a knowledge sector" 
The first Farmers Commission report in 
2004 had warned that India’s soil lacks nutri- 
ents and is thirsty for irrigation. It had sug- 
gested soil health cards for farmers but with the 
exception of Gujarat, there has been no action. 
Public investment is very low and falling, espe- 
cially in irrigation. "Policy makers take agricul- 
ture for granted, using it as political activity and 
never focus on it as economic activity; says Sar- 
dana. “Public investment is directed by aggres- 
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sive industry lobbies even though farmers have 
no-seeds, irrigation or nutrients for the soil.” 

The National Food Security Mission is silent 
on the subject as it falls under the Ministry of 
Water Resources. "There is no coordination 
amongst the ministries,” says Swaminathan. “I 
asked the food minister about his contingency 
plans for tackling food security but I was told 
that the Home Ministry is in charge of disaster 
management." The problem is endemic and 
runs across parties and governments. Agri 
clinics and Agri business centres that Swami- 
nathan had initiated during the previous NDA 
governments time are yet to be operationalised. 

As far as the farm sector goes, Swaminathan 
savs the loan waiver package is just the starting 
point, unlike what the UPA believes. Saradana 
wants an action plan based on agro-climatic re- 
giens to ensure timely agriculture inputs to 
farmers. More significantly, he warns the gov- 
ernment against killing market signals. The 
government's politically-motivated minimum 
support price policy for farmers is delinked 
from market realities. Other suggestions from 
the agri experts include encouraging linking re- 
search funding to productivity-related work. 
"Members of Parliament must submit quarterly 
status of their constituencies on productivity 
action to ensure food security,’ says Sardana. 

Lastly, the organised retail sector must be en- 
couraged as it has cut farm waste from 40 per 
cent to 5 per cent in many places, says Techno- 
pak Advisors' Chairman Arvind Singhal. 

Doing all the above would be à mammoth 
task that would change the economic landscape 
ofthe country. Apart from the obvious difficul- 
ties of India's ossified bureaucracy and rotted 
political system carrying out such structural 
changes, they would grind against powerful 
vested interests, including global oil and auto- 
mobile interests. But the alternative — contin- © 
uing to have our economic future bound to 
global fuel and food prices, is even more damag- 
ing. The one key advantage of carrying out the 
reforms is that they would greatly boost both 
GDP growth and employment, simply because 
new industries would be created and new infra- 
structure would be built. Several nations, inclu- 
ding the US and Germany, are betting on such 
structural changes to drive their growth well 
into the next decade. India could do the same 
and kick its economic engine into higher gear, 
taxing the country one step closer to being a de- 
veloped nation. Though this is often talked 
about, never have been the imperatives for car- / 
rying through on such measures been greater. —— 

With inputs from Raghu Mohan, Rajesh 
Gajra, Vishal Krishna and Neelu Nanwani 
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Unforeseen 
pin-off 


by bill emmott 


IN WHAT FEELS LIKE THE BLINK OF AN EYE, THE 
emerging markets have been transformed 
from global suppressors of prices to sources 
of a new wave of inflation. The vehicle for 
this transformation is the price of oil and, to 
a lesser extent, food, both driven higher by 
strong demand in China and elsewhere. In 
reality, though, the ultimate means by which 
inflationary pressure is being transmitted is 
a more fundamental commodity: money. 
Excess liquidity in countries ranging from 
China to India to Saudi Arabia has pushed 
inflation rates higher all over the world. Yet 
when the developed countries' credit crunch 





Emerging 


to reduce money-supply growth. 

That, though, is just a way of saying that in 
many countries — though not India — the 
problem has arisen due to currency policies. 
To control the exchange rate against the dol- 
lar, central banks have kept interest rates low 
and added to their foreign exchange reserves 
by buying dollars or euros, allowing some of 
the inflow to boost domestic money supply. 

In all of those countries where rapid eco- 
nomic growth has coincided with a surge in 
inflation, the central bank needs to tighten 
monetary policy by raising interest rates. If'it 
doesn't, wages could start spiralling upwa- 
rds, too, making inflation worse. 

From a global point of view, one country's 
central bank is more important than the oth- 
ers: China. The reason is two-fold. One is 
that China is the developing world's biggest 
economy, the world's fourth largest, and one 
of the most open to trade. So its economic 
performance affects others. The other rea- 
son, though, is that China's liquidity and its 
rapid, resource-intensive growth in the past 


began in August last year, deflation looked a markets five years has been a big force behind the rise 
greater danger: the abundant savings in : in price of oil and other commodities 
emerging markets offered hope that a defla- which helped If Chinese demand continues to grow, 
tionary spiral could be avoided. prevent then the oil price is likely to carry on rising, 
As subprime mortgage losses mounted, ji : intensifying the inflationary pressure world- 
contributing to wider losses from complex deflation in wide. But if the People’s Bank of China 
dps py. held x hie E ope ed the West, ae the ed UR ae were to 
anks, the danger was that bank lending raise interest rates sharply (which are now 
would start to shrink, threatening a vicious have now well below the rate of inflation), bank lend- 
cycle of bankruptcies, further losses and fur- seeded global ing growth would be cut and the economy 
ther tightening of loan conditions. Injections inflation would slow, cutting also China's demand for 


of capital from Asian and Arab funds into 
western banks helped prevent such a cycle. 
Import demand and continued infrastruc- 
ture investment in Asia and the Arab Gulf promised to help 
support global trade and, with it, wider economic activity. 
The first part ofthis hope has come true: there is no sign of 
deflation in the US or western Europe, and the credit con- 
traction has not become vicious. Measured by GDP growth 
rates, the second part also looks plausible: global growth has 
only slowed from more than 4.5 per cent in 2006-07 to 
about 4.3 per cent. That is far from disastrous. But what may 
prove disastrous are the inflationary consequences of this 
glut of Asian and Arab capital. Inflation has accelerated in 
the past year from 3 per cent to 7.7 per cent in China, 6.7 per 
cent to 11 per cent in India, 2.9 per cent to 10.5 per cent in 
Saudi Arabia, and from 3 per cent to over 5 per cent in Brazil. 
Low US interest rates are partly to blame: cuts by the Fed- 
eral Reserve have been followed by central banks in many of 
these markets, or else such banks have left their interest 
rates unchanged when they should have been raising them 


oil. The only way to achieve this would be for 
the PBOC to allow the Renminbi to appreci- 
ate much more rapidly against the dollar and 
the euro, ceasing its purchases of foreign currencies. 

The terrible earthquake in May in southern China has 
made the Chinese government hyper-sensitive to any criti- 
cism or threat of unrest. With the Beijing Olympics due in 
August, this is neither a time nor an atmosphere conducive 
to drastic monetary and currency measures. 

For that reason, some analysts suspect the announcement 
in June of a slowing of the annual inflation rate from 8.5 per 
cent to 7.7 per cent may have reflected political manipula- 
tion of the data to buy time. If so, the pressure on oil prices 
and on global inflation may remain uncomfortably strong at 
least until after the Chinese summer, and the Olympics, have 
passed. In the autumn, however, the government's nerve 
might well return. Inflation needs to be defeated. 








The author is a former Editor of The Economist. 
policyworld.bw (a) gmail.com 
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ANYONE WHO HAS CONDUCTED AN IT 
vendor selection process knows that finding 
an IT vendor who is able and willing to 
supply the recommended hardware is the 
easy part. Beyond hardware supply is the 
tricky process that involves the coming to- 
gether of distinct organisations, with possibly 
very different business approaches. 

Growing and globally competitive busi- 
nesses, which see the need to invest today in 
systems for tomorrow's success, are in more 
of a crunch. Not only do they need to invest 
heavily, but also have to expend serious man- 
hours looking for the most efficient, economical, 
and appropriate software or hardware. 

However, we do see around us numerous 
IT success stories with a vendor or service 
provider underpinning. In most such successful 
cases, a vendor moves beyond the basic role 
of providing IT hardware or support and makes 
the effort to understand their customer's 
business, needs, and strategy. This enables the 
vendor to make recommendations and offer 
service solutions that go beyond the customer's 
current needs while taking into consideration 
the direction, scalability, response time, 
logistics, geography, and growth plan. 

An IT vendor who works closely with 
the customer understands and addresses 
customer's pain points. The vendor is able to 
take a 'bird's-eye view' and locate and manage 
root causes. Such a vendor also values the 
criticality of a particular product or solution at 
a given time. This facilitates timely deployment, 
while ensuring uninterrupted running of mission 
critical systems and applications during the 
transition and upgrade. 

An IT vendor, offering such a value- 
addition, is likely to have built capability and 
capacity to offer a deep service relationship 
to their clients across the board. It follows that 
only larger vendors are likely to have such 
bandwidth and resources as to offer such a 
value-addition drive. For the customer, it is a 
multiple bonanza to align with an IT vendor 
of this stature. They not only gain through the 
consultative approach of the vendor towards 
problem solving but also through access to 
global learning, comparable deployments for 
similar markets or similar global challenges, 
and overall better levels of experience in 
managing complex customer deployments. 

Even so, these success stories of deployment 
by IT vendors are not a one way street. They are 
more comparable to marriages with multiple 
components to their smooth-functioning. These 
new rules of engagement could be clubbed under. 


Readiness of the Parties to Engage: 
Establishing a relationship between vendor 
and customer before both entities are ready 
for the relationship; or finding that one of 
the stakeholders is not fully convinced of 
the viability can lead to friction during the 
engagement. Thus both sides need to be 
conditioned beforehand for what is to come 
during the deployment. 

Open Communication Channels: Commu- 
nication is must to ensure that apart from 
the daily interactions and consulting there 
is also the channel to address and iron-out 
issues at the earliest. 

Sharing Best Practices & Learning: The 
greatest advantage an IT vendor can bring 
to the table is the experience gained from a 
similar engagement or installation with another 
cient. This kind of learning enables the 
customer to realise the potential of their IT 
systems as well as that of the new deployment. 

Openness to Do Things Differently: 
Perhaps, one of the most debilitating state- 
ments in the corporate world is, “that’s how 
things are done here". To maximise gains from 
best practices, stakeholders need to approach 
innovation with an open mind. 

Training & Development: Change can be 
stressful within an organisation and the onus 
is upon the vendor to ensure that the transition 
within the customers' business is smooth, 
factors in suitable training for users, and 
develops 'super users' who will be advocates 
of the deployment within the organisation. 

Mission-Criticality & Context: It takes a 
mature vendor to understand the business 
context of the sale. This is essential to fully 
understand, which aspects of the business 
need to run uninterrupted even during a 
significant IT overhaul. 

Understanding & Agreement on Time- 
lines: This is one of the most neglected 
aspects of business relationships. Detailed 
discussion and break-down of workload, third- 
party supplier deliveries, and other factors 
enables an understanding of certain deadlines 
and then calls for a conscious effort from all 
concerned to meet it. 

The new rules of engagement call for 
enlightened IT vendors who would don the 
role of consultant for their customers, and 
who are committed enough to their customers' 
business to advocate the most realistic and 
appropriate solution. This will be the IT 
vendor who truly succeeds in addressing the 
needs of their customers, and one who is poised 


| to grow alongside each of their customers. 
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Burning 


Cofters 


by Neelu Nanwani with Puja Mehra 


Rising ATF 
prices and 
regressive 
taxes dent 
airline 
revenues 


TROUBLE DOWN 
UNDER: Low-cost 
carriers are the worst hit 
by rising fuel prices 


WITH THE BOOMING MIDDLE CLASS AS WELL AS 
corporate fliers spending heavily on air travel, 
airlines, it would seem, should be flying high. 
Instead, most are bleeding and many will either 
shut down or sell out to larger players if aviation 
turbine fuel (ATF) prices continue to shoot up 
the way they have. So far, air operators in India 
have reported a cumulative loss of Rs 4,000 
crore in 2007-08, civil aviation secretary Ashok 
Chawla announced after a meeting with the air- 
line industry last month. And this figure is ex- 
pected to double in the current fiscal due to the 
increase in jet fuel prices. Jet Airways Chai- 
rman Naresh Goyal told reporters last fortnight 
that if the current trend of high ATF prices con- 
tinued for another year, even Jet may face clo- 
sure. The airline is bleeding Rs 9 crore daily 
while another full-service carrier, Kingfisher 
Airlines, is drained of Rs 5 crore a day. 

When administered price mechanism (APM) 


was dismantled in March 2001 in India, the 
price of ATF was Rs 18 per litre. Since then, it 
has seen a four-fold increase; doubling in the 
past 18 months. The continuous price rise since 
March 2007 has led to a $100 million spike in 
each Indian carriers’ monthly fuel bill, wreak- 
ing devastation across the Indian airline land- 
scape. When Gurgaon-based IndiGo started 
flying in August 2006, ATF costs were about 40 
per cent of its total operating expense; they are 
now well over 50 per cent, says Bruce Ashby, 
president and CEO. Similarly, ATF now equals 
70 per cent of passenger revenue for Delhi- 
based low-cost carrier SpiceJet. Kapil Arora, 
partner for risk advisory services at Ernst & 
Young, estimates high ATF costs erode the prof- 
itability of a full service carrier by 10 per cent 
and of a low cost carrier by 15 per cent. 


Taxing Growth 

However, the rise in fuel prices is not the only 
cause for the suffering. Various state govern- 
ments levy numerous taxes and duties that 
often reach a whopping 30 per cent. Thus, in 
India, ATF accounts for approximately 40 per 
cent of operating cost, as against the global 
average of 20-25 per cent. The resultant gains 
from the increase in ATF prices to the state 
governments is roughly Rs 700 crore a year, 
according to Bangalore-based Deccan. “The av- 
erage domestic price of ATF is 60-70 per cent 
higher compared to regional aviation hubs such 
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as Singapore and Dubai because of the Indian 
tax structure,” says Arora. 

The highest sales tax rate of 30 per cent is in 
Gujarat, followed by 29 per cent in Bihar and 
Tamil Nadu and 28.75 per cent in Madhya 
Pradesh. Only Andhra Pradesh and Maharash- 
tra have reduced sales tax rate to 4 per cent 


while Kerala has proposed to reduce sales tax 


on ATF from 28.75 per cent to 4 per cent. Maha- 
rashtra, however, has excluded airports in 
Mumbai and Pune — which cater to most of the 
air traffic — from the reduction, where sales tax 
remains at 25 per cent. "Airlines in India are los- 
ing out due to the apathy of the government to- 
wards the industry,” says Anand Ramchandran, 
vice-president of finance at Deccan. 

Globally, in the past couple of months alone, 
ATF has caused 24 carriers to go bankrupt. 


_ Over the past 60 years, the industry has made 


$11.5 trillion in revenues, but $32 billion in 
profits — a margin of just 0.3 per cent. Since 
2001, fuel efficiency improved 19 per cent and 
non-fuel unit costs dropped 18 per cent. All for 
nothing, it seems. The International Air Trans- 
port Association (LATA) forecast a loss of $2.3 
billion for the global airline industry in 2008, 
and warned that this year's losses could even 
reach $6 billion. *Oil prices at $130 a barrel is 
changing the game,” says the association's direc- 
tor general and CEO, Giovanni Bisignani. 

In India, part of the problem is also that 
deep-pocketed players have until now not 
passed on the total rise in ATF prices to passen- 
gers to hold on to their customer base. Whilst 
the increase warranted a rise in fuel surcharge 
by Rs 1,700 per ticket, the airlines have passed 
- onlessthan half of that to the passengers. The 

intent is to wait for the smaller airlines to 
© weaken, and then lap them up before rolling out 
~~ the real hikes. 

As airlines are still absorbing most of the 
price hikes, Indians continue to fly like before 
despite the some per cent increase in fuel sur- 
charge over the past 12 months. “I fly whenever 
it is necessary to travel,” says P.S. Rana, retired 
chairman of Hudco, “Air travel saves time.” 

All that might change very soon. Airlines are 
expecting a major dent on their passenger loads 
as prices rise further. In the past few months, 
for instance, load factors have been a few perce- 
ntage points lower than they were in the prior 
year for IndiGo. “We are experiencing elasticity, 
something that was not discernable earlier,” 
says Deccan’s Ramchandran. “We expect an ad- 
verse impact on passenger carriage.” 


To Survive The Turbulence 
To counter this threat, airlines have kicked into 
survival mode. Deccan is cutting back on capac- 
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ity induction, rationalising routes and reviewi- 
ng the need to deploy additional capacity on ce- 
rtain sectors. Kingfisher is cancelling deliveries 
of new aircraft due this year. SpiceJet has cut 17 
flights on various routes and plans to sub-lease 
its six Boeing aircraft due for delivery this vear. 

Additionally, airlines have also decided to fig- 
ht back. In a meeting with Prime Minister Man- 
mohan Singh, they threatened to import ATF 
and warned of a 20 per cent domestic capacity 
reduction if discrepancies in states' sales tax 
rates weren't removed. Airlines are also asking 
to be allowed to fly overseas earlier than plann- 
ed as international routes tend to be more lu- 
crative. Airlines are irked by the huge wastes in 
fuel when hovering over busy airports — an av- 
erage 40 minutes in India — waiting to land. 
For every additional hour spent by an aircraft in 
the air it costs the airline Rs 1,25,000. Airline 
companies have also demanded a performance- 
based navigation system (PBN) at Delhi and 
Mumbai by 1 August to help reduce the distance 
between two aircraft waiting to land. They want 
lower airport charges which are 78 per cent 
higher than in comparable countries. 

Ultimately, the airline industry is helpless 
against the rise in global crude prices. And if In- 
dia's central and state governments continue 
with regressive tax policies, we might see the 
collapse of smaller airlines. This will lead to 
fewer, but larger companies which will charge 
monopolistic prices, undoing the gains made 
since the skies were opened up. It's time to fas- 
ten the seat belts before the descent begins. 
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Master 


Dealmaker 


A boutique 
advisory 
firm led the 
Daiichi- 
Ranbaxy 
deal 


by Gauri Kamath 


IT IS LATE MORNING AND WE ARE SITTING BY THE 
deserted poolside of a gymkhana in suburban 
Mumbai. The early birds have departed, a few 
stragglers splash about for a bit, then saunter 
off. It's a perfect, though unlikely, setting to dis- 
cuss the sell-out of the year — of New Delhi's 
Singhs, the first family of India’s largest drug 
maker Ranbaxy, cashing out in what will likely 
be a $4.6-billion deal, after minority sharehold- 
ers tender their shares. 

Buying this stake is the $8-billion Daiichi 
Sankyo, Japan's third-largest drug maker. 
Tarun Shah, 45, and founder of Vadodara-based 
MP Advisors, perches on the edge of a plastic 
chair and attempts to make sense of a deal for 
BW that many within, and outside the pharma 
industry, are still coming to terms with. 

Shah represents Mehta Partners, a Wall 
Street boutique strategic and institutional advi- 
sory firm, in India. It is this outfit, known to few 
people outside the pharma and biotech indus- 
try, whose New York and Vadodara teams mas- 
terminded the idea of combining Ranbaxy, a 
generics powerhouse making cut-price copy- 
cats, with Daiichi Sankyo, a Japanese innovator 
company making patented, premium-priced 
medicines. Mehta Partners were advisors to 


STRATEGIC ALLIANCES 


Markets have rewarded Daichii Sankyo unlike few other acquirers 










Ranbaxy 


* Acquirers’ share price 


11 Jun 


Cash 
changing acquired 
hamis (95) 

(in $ ba) 


Oweership "Change on 


Change after 
5 days of 
ZUNG 
cement (75) 


the day of 
announ- 
cement (98) 





DACHI 3.46 S51 4.94 3.70 
EISAI MGI 10 Dec 3.90 100 2.11 ~ 3.38 
ECO Millennium 10Apr 8.80 — 100 -2.52 - 6.67 
TOME ACON 7Apr 11.00 25 - 4,07 -10.88 
TE Merck 12May 6.70 100 ~ 12.05 - 1.83 


Source: Mehta Partners 


Daiichi Sankyo. 

it is a transaction that is pathbreaking. “This 
deal has busted three myths,” says Shah. “That _ 
innovators will never buy generics, that Indian — 
promoters will never sell (their business), and 
that the Japanese are slow.’ 

How did they do it? 


The Big Idea 

It all began with an idea. Sometime in October 
2007, Viren Mehta, 57, the India-born founder 
of Mehta Partners flew down from his office in 
New York to Daiichi's Tokyo headquarters, ac- 
companied by Shah, to make a simple proposi- 
ticn to the Japanese company's brass. Would 
Daiichi Sankyo consider a strategic alliance 
with Ranbaxy Laboratories? 

They presented the rationale. 

Here was Daiichi Sankyo, a successful Japan- | 
ese company making patented, expensive inno- — 
vator medicine with its focus on the top three 
pharma markets of US, Japan and western Eu- 
rope. These markets faced increasing price 
pressures as drugs came off patent and payers 
capped spiralling healthcare costs by switching 
patients to generics or by curtailing reimburse- 
ment to expensive new drugs. 

And here was Ranbaxy, a generics firm with a 
strong presence in key emerging markets. It 
had the low-cost development and manufactur- 
ing back-end to supply legal copycats at low 
prices. It had the technology — in the form of 
new drug delivery systems — that could extend 
the lifecycle of patent-expired brands. It also 
had a record of selling these copycats in the de- 
veloped markets. It was now trying to make a 
dent in Japan. 

The Japanese listened intently. For one, they 
probably knew something of what Mehta was 
referring to. In the US, generics penetration is 
now 50 per cent of the pharmaceutical market 
by volume and growing. Western Europe is 
headed the same way. Japan, the world’s sec- 
ond-largest pharma market on a standalone ba- 
sis after the US (Europe as a whole is bigger), 
had yet to make that shift — generics penetra- 
tion is still at about 8 per cent. But for how long 
could it hold out against continuing recession 
and rising healthcare costs, thanks to a large 
ageing population? The Japanese government 
had already started taking measures to encour- 
age use of generics. In parallel, the research 
pipeline ofinnovator companies such as Daiichi 
was translating into fewer drugs on the market, 
in spite of rising spends. Generics was an attrac- 
tive hedge. 

Two, thanks to Japan's zero-interest regime, 
leading Japanese companies had large amounts 
of cash from internal accruals waiting to be de- 
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ployed productively. Daiichi Sankyo had $8 bil- 
lion, while No. 1 Takeda had about $18 billion 
until it recently acquired US’s Millennium 
Pharmaceuticals. No. 2 drug maker Astellas 
had about $5 billion. 

Three, CEO Takashi Shoda and executive 
director Tsutomu Une knew Mehta well, 
having worked closely with him for years on 
strategic issues. 

Mehta then contacted Ranbaxy scion and 
CEO Malvinder Mohan Singh, based in 
Gurgaon, Haryana. Mehta suggested a partner- 
ship opportunity that could cut short the time 
that Ranbaxy would take to break into the 
Japanese generics market. Japan is a brand- 
conscious market, says Shah, and doctors are 
still not fully accepting of the fact that a quality 
generic can have the same effect as an innovator 
brand. “With Daiichi Sankyo’s brand name, 
Ranbaxy could do a lot more in Japan than it 
could by itself” 

Singh was familiar with Mehta and clued into 
his work with the pharma industry. Mehta has 
offered his advice to several top pharma compa- 
nies — western and Indian — in his three 
decade-long association with it. Singh’s late fa- 
ther Parvinder Singh would drop into Mehta's 
Wall Street offices in the 1990s for an exchange 
of views, and advice when he was reorienting 
Ranbaxy to look beyond generics at completely 
new drugs, an uncharted territory for all Indian 
companies then, and still a work-in-progress. 

The two sides met shortly thereafter for the 
first time, setting the stage for what would later 
be seen as a historic deal. 


To get to this point, Mehta’s New York and India 
teams had toiled to construct a workable new 
business model that broke through silos and 
perceptions created over time as the industry 
grew rapidly and companies began focusing on 
so-called core competencies. The core was no 
longer just pharma, but an activity or area of ex- 
pertise within it. “Pharma is a single industry,” 
says Shah. “But within that there are now so 
many compartments, which have been created 
by fund managers, analysts, who knows?” 

So, companies were either ‘specialty outfits’ 
playing in niches, or ‘active pharmaceutical in- 
gredient companies’ supplying the bulk drug, or 
‘contract research and manufacturing compa- 
nies’ that serviced the large pharma marketers 
but didn’t compete with them. 
They were either ‘generics’ 
marketers or ‘innovative’ drug 
makers. 

As explained earlier, tradi- 
tional markets are going 
through structural reform and 
emerging ones such as India 
and China are growing rapidly 
on the back of rising prosper- 
ity. But these are predomi- 
nantly generic, and need dif- 
ferent strategies. Large 
companies sush as world No. 1 
Pfizer, or Amgen, world’s No. 1 
biotech company were re- 
sponding slowly, if at all, to 
that change. 
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BEHIND THE DEAL: 
Mehta Partners’ Tarun 
Shah (extreme right and 
below) with Daiichi 
executive director 
Tsutomu Une (third 
from left) and others in 
the Ranbaxy factory in 
Toansa, Punjab 


BEE pharmaceuticals 


‘We can do it 


— Viren Mehta 
managing member, Mehta Partners 


Two weeks after the Daiichi Sankyo- 
Ranbaxy deal was made public, Viren Mehta, 
the man who orchestrated it, spoke on tele- 
phone to BWs Gauri Kamath from Malaga, 
Spain, where he is taking a break with his 
family. Excerpts : 


s Ranbaxy acquisition as the creation of 
a new business model? The world’s 
second-largest generic company Sandoz 
is owned by an innovator Novartis. 
A It is unfair to equate the Novartis- 
s Sandoz model with Daiichi Sankyo- 
Ranbaxy because we are diagnosing a new 
paradigm for integrating the businesses. 
They can do more together than in an 
arms-length manner in which 
Novartis is managing Sandoz. 
The new model is to take the 
skills of both. 


Q „ Why do you consider Daiichi Sankyo's 











y IS it possible to 
Q = identify anything 
specific at the operating 
level that this new deal 
might do differently? 
, Most companies in 
s the West form one-off, 


What was needed, the team felt, was a new 
paradigm. The Daiichi Sankyo-Ranbaxy com- 
bine was a definitive new way of addressing a 
plethora of industry dilemmas in one fell 
swoop, it felt. Not only would it be able to 
straddle all major markets in the West and 
East, but also tailor its costs and products for 
those markets. “Coca-Cola does not have uni- 
versal pricing, and that is rightly so,” says 
Shah. “You produce locally, and sell at a local 
price. So, hypothetically, even if Daiichi 
wanted to sell a pill in South Africa, it could do 
so using Ranbaxy’s manufacturing and mar- 
keting presence there. “People have talked 
about the need for a new model, but it has not 
been easy to develop it,” says Mehta, founder 
and managing member of Mehta Partners. 
(See ‘We can do it’) “We believe that this can be 
one.’ To get there, the team drew on the vast ex- 


small relationships with an Indian or Chinese 
company to make a drug intermediate or 
analogue. The effort it takes to maximise this 
is eating into the benefits and savings they - 
might get. You need to do something on a 
global scale and it is possible where companies _ 
trust each other. £e y 
TP 

a Why have most innovators stayed away 
Q = from acquiring a generics business? 
A , Because of their hope and prayers that 

= investments in innovation will begin to 
pay. And, also because of a natural dislike for 
copies. In many places, competing generics 
were threatening their intellectual property. - 


a Where is it lacking? 
A „ We (Indians) have to rival the people 

s who spend enormous amounts of time, 
money and energy on it, and who have a very 
strong foundation. And it dosent have to be 
difficult. We have the intellectual property, the 
street-smarts and, increasingly, the resources. 
India is will be a prominent member of the 
global pharma community. 


Q 5 What is the future of Indian R&D? 


y How do you reconcile this optimism to 

a the view that the Ranbaxy sell-out is a 
setback for domestic industry? 

a There is every reason to maintain our 

= pride and patriotism, but we must 
recognise that we live in a global village. 
Indian managers are promising and the Indian 
presence will remain prominent. Funda- 
mentally nothing changes but you have global - 
resources to leverage strengths to take those 
strengths forward even faster. , 


perience of Mehta himself. 


Not A Newbie 

While not a household name like Citigroup, 
Merrill Lynch or Goldman Sachs, the Mehta 
Partners brand carries weight in the pharma- 
ceutical and biotech industry. For senior 
pharma executives, it is also almost synony- 
mous with its founder Mehta, a benevolent- 
looking gentleman with a businesslike de- 
meanour. Mehta has earned his spurs by 
advising CEOs of top pharmaceutical compa- 
nies on strategy, and taking calls that affect the 
fortunes of their pharmaceutical stocks. 

He started this firm in 1998 after splitting 
with partner Sam Isaly — a colleague from in- 
vestment bank SG Warburg — in the invest- 
ment research firm Mehta & Isaly (now 
Orbimed Advisors, a large healthcare fund that 
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Mehta Partners has advised on a number of transactions involving 
Indian and foreign companies 


YEAR 
1996 





DEAL 


|! Licensing India's first new 

| chemical entity from 

- Ryderabad's Dr Reddy's to 
| Danish firm Novo Nordisk - afford 


| Mumhai's Sun Pharma's 
acquisition of Detroit's Caraco 


| joint venture between = 
Ahmedahad’s Zydus Cadila and 
Germany s Altana 


Germany's S AstaMedica 
| divestment of Indian affiliate 
| Berman Remedies to Zydus 


international 


OBIECTIVE 


To put Dr Reddy’s drug through 
expensive clinical trials, which 
the Indian company could not 


To provide : a | manufacturing and 
marketing set-up for Sun in the 
US generics market 


To provide Zydus’ low-cost - 
manufacturing back-end to 
make an inportant allan bed 


To allow Asta to exit India 


Cadila 
| Joint venture between To design, synthesise and 
| Germany's Evotec and manage a library of drug 
|! Mumbai's Research Support compounds for pharma 


research 


Source: Mehta Partners 


Isaly continues to head) that they had started 
together in the late 1980s. A doctor of phar- 
macy with an MBA in international finance 
and marketing from the University of Califor- 
nia in Los Angeles, he also put in a stint 
with US drug maker Merck, in strategic 
planning before being bitten by the entrepre- 
neurial bug. 

According to industry executives, Mehta has 
earned the respect — and the ear — of many 
pharmaceutical CEOs including Daniel V. asella 
of Swiss MNC Novartis and Shoda of Daiichi 
with his accurate calls, and innovative 
solutions to problems. “He is full of creative 
ideas,” says Ranjit Shahani, CEO of Novartis In- 
dia. “He has got an ear to the ground,” says an- 
other industry executive who didn't want to be 
named. Mehta is also on the board of directors 
of OSI Pharmaceuticals, the US biotech 


. outfit behind lung cancer drug Tarceva, a po- 


tential blockbuster. 

He is also well-connected in India, especially 
but not exclusively, to entrepreneurs from his 
home state of Gujarat. In 1996, he advised Sun 
Pharma Chairman Dilip Shanghvi on its first 
acquisition in the US, Detroit-based Caraco 
Pharmaceutical Laboratories. He was instru- 
mental in probably the first significant contract 
manufacturing deal in Indian Pharma between 





German firm By Gulden and Ahmedabad's : 
Zydus group, for ulcer drug pantoprazole. "He 
has the can visualise the future of the industry,’ 
says Zydus Chairman Pankaj Patel, who says ` 
this sets Mehta Partners apart from other in- 
vestment bankers. Mehta, he says, was intro- 
duced to him by a friend long after they both 
graduated from the same pharmacy college in 
Ahmedabad. Mehta was Patel's senior. 

It is this pedigree that has left those who - 
know Mehta Partners unsurprised. "In mergers 
and acquisitions, it is not just financial analysis 
that you advise clients on, but business strategy 
on whether a certain acquisition makes sense,” 
says Rajeev Gupta, head of private equity firm 
Carlyle in Mumbai, and a former investment 
banker at Merrill Lynch. "And those who can 
tell you this are those who know how the busi- 
ness is going to shape up." Mehta Partners, he 
says, is good at this kind of analytics. | 

Belying this stature, Mehta continues to 
pound the pavements visiting CEOs from time 
to time in their offices, or meeting over dinner 
when they visit. But he has also narrowed 
his bets, preferring to stay focused on pharma- 
ceuticals rather than expand to other indus- 
tries. "We have by design stayed niche," says 
Mehta. "Our primary focus is to act as exten- 
sions of the management teams we work with." 

He also appears to bring a near-evangelist 
zeal to his job — defining part of his job as 
"changing companies' thought processes" and 
referring to it as an “ongoing effort”. 


Consolidating Ambitions 

Yet, even those who know him admit to being a 
bit shaken up by his latest accomplishment, 
which reveals the extent of his ambition for 
himself and for the industry. “Mehta has been 
talking about building a relationship or a win- 
ning combination between a western or Japan- 
ese company and an Indian company for some 
time,” says Patel. “But I never thought it would 
be this scale, and done this way (by buying out a 
large Indian company’s promoters). 

It may not be far off the mark to suggest that 
half the battle was won when Mehta picked two 
companies that were open to change. Daiichi is 
known to be open to experimentation, and Ran- 
baxy's Singh, it was felt, would not jettison an 
opportunity to create value. 

Having pulled off a coup, Mehta is not about 
to rest on his laurels. One of Mehta Partners’ 
ambitions, he says, is to create “a handful of ma- 
jor Indian companies out of the Indian pharma * 
landscape”. Going by his track record, Mehta 
will hunker down to the task at hand. 
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chosen to represent India in the Media Young Lions category at Cannes 08. 
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ANNE BARNARD, THE MANAGING DIRECTOR OF 
BBC World News, was in the country 
recently to announce key changes in its 
South Asia operations. India, an 
increasingly dynamic and key market, has 
been made the first regional marketing 
centre for the division outside the UK. 
Based out of Mumbai, the centre will focus 
on the South Asian market and will be 
manned by a cross-divisional marketing 
team in keeping with BBC World News’s 
repositioning as a tri-media news 
service that delivers news and 

information across multiple platforms 
— TV, online and mobile. Barnard 
spoke with BW s Rajeev Dr and 

Sumati Nagrath about the challenges 

of content consistency in the context 

of convergence, the changing 
economics of the news room, the 
state of Indian media and the 
pressures of commercialisation. 
Excerpts: 


PHOTOGRAPH: TRIBHUWAN SHARMA 
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" Private treaties — that is bartering 

'w editorial space for stakes in a firm — 
are causing a hig controversy in Indían 
media. What are the BBC's views on this? 
, BBC would not consider anything of this 
sh deu nature. Our reputation is based on being 
independent, trustworthy and objective, and 
we do absolutely everything to protect that 
reputation. This is drummed into people who 
work not just in news, but in all areas of the 
BBC from the moment they arrive. And there 
has been quite a re-emphasis on it in recent 
times at the BBC. 
















A Q , Are editorial independence and 
(0f = commercial success mutually 
| exclusive? 
a At BBC, we have managed to operate on 
- a a commercial basis while protecting the 
“integrity of the brand. The debate has come up 
again in the context of commercialisation of 
BBC's website for global users. The approval 
process was slow as our governing body, the 
BBC Trust, wanted to assure themselves that 
the integrity of the brand would be protected if 
the site was commercialised. On the other 
hand, there was an absolute recognition that 
~ additional resources were necessary to 
increase its relevance to an international 
audience, which would not be forthcoming 
unless the website was commercialised. 


, Does BBC's public service mandate 

i a prevent it from attracting advertisers 

. and/or forging partnerships in programming 

_ with media enterprises outside of the UK? 

: A a | think people over-accentuate the 

(ox ds» dichotomy — either youare very public 

.. Service or you are very commercial. But one of 

-the reasons that we are attractive to the 

^. advertisers is because of our reputation, . 
particularly to big corporate global brands. 

- They will not try and influence us in that sense 

^. because that is part of what they value about 
working with us. 

= -In terms of partnerships, it probably makes 
us a difficult p partner. There are constraints. In 

- getting into some kind of partnership around 
news, we would want to make certain that the 
brand was protected, and make certain that 
any editorial content was made with clear 

. values and editorial policies. 


MT e a What is your opinion about the Indian 












n" - news market? 

į „Iam constantly astonished by the 

o i number of news channels in India. I 

-— know that you have a huge population and 

- several languages, but I am still astonished by 





them. I feel that the news channels here are 
highly sensationalist. Virtually everything is 
treated as breaking news, and as I gather that 
has a lot to do with ratings. 


~ Who do you see as your competitor 
s here? 


A: Well you can either say everybody or 

x nobody. In a sense we compete for 
viewers across a whole range of channels, not 
just news channels. And we are also 
competing with everybody across for gaining 
carriage for instance. 

In terms ofthe kind of news that we 
produce I'm not certain that we are really in 
competition with anybody because what we 
are doing is pretty unique. There are certain 
Indian news channels that cover global as well 
as domestic stories but I don't think they cover 
it in the same way or as effectively as we do. 


Q , How, in your opinion, is the economics 
= of news programming changing? 
A: Running a news channel is not a cheap 
æ undertaking. In many ways you can see 
substantial reductions in the cost of 
technology and more efficient and effective 
ways of gathering news with much smaller 
teams than it was 10 years ago. Besides, there 
are a lot of people out there with a video 
camera or a video phone or whatever, so the 
reporting from the field and the economics 
around it has become very interesting. 

But when you are looking at distribution, it 
is quite different. The economics here has 
changed quite dramatically over the past 10 
years and that has become more difficult. So, 
you are getting some things that are making it 
easier to get into the business and some things 
that are making it difficult to stay there. 


Q a How much of a success have you had 
s with initiatives towards convergence? 
Our initiatives have been quite 

æ successful. We took the international 
news website commercial in the autumn of 
last year, and we launched broadband video 
clips on the site. So you now have a situation 
where you have a linear channel, broadband 
videos and a website that are similarly 
branded under one editorial control so we are 
programming consistently across all three 
elements. We have 'seasons' on BBC world 
and increasingly they will be done on a 
multimedia basis. For example, for the 
Olympics in the summer, we will be looking at 
all three media and we will be working with 
radio as well. It is about showing consistency 
across all output. 
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Headquarters 
London, UK 


Operations 
In 200 countries 


Indian presence 
In May 2008, it 
made India its first 
regional centre for 


the division outside 
the UK 


Key features 

BBC World News is 
now a tri-media 
news service, deli- 
vering global news 
and information 
across multiple 
platforms — TV, 
online and mohile 








EE ENSJigautomonues 
Engine Of 


Fiat's new 
‘miracle’ 
engine 
powers its 
return to 
reckoning 


GRIT IN GRITTY: 
Fiat is set to regain 
lost glory, starting at 
its Ranjangaon factory 


Rebirth 


by Vishal Krishna 


SOMETIMES, DIFFICULT THOUGH IT IS TO BELIEVE, 
disasters herald miracles. Three years ago, a 
bad distribution and service network had led 
Fiat’s brand charisma to take a bruising fall 
from grace. Production of its automobiles, the 
Uno, Siena, Palio and Adventure, had dwindled 
from 32,000 cars in 2002 to a dismal 1,732 in 
2005. Even the Gods, it appeared, had con- 
spired against the company. as the catastrophic 
Mumbai flood of July 2005 brought Fiat’s Kurla 
plant to a total standstill, nearly drowning one 
of India’s most enduring brands in its fury. 

At that point, when even thoughts of a come- 
back appeared to be sacrilege, the whirr of a 
new engine sparked life into the sinking brand. 
In Europe, Fiat’s new 1.3 multijet diesel engine 
was filling up order books, and the waiting pe- 
riod for a Fiat car in Europe climbed to eight 
months. The company’s plant in Bielsko-Biala, 
Poland, now manufactures over 3,200 power 
trains (engines and transmissions of a car) in a 
day. So far, Fiat has produced about 2.5 million 
multijet engines around the world. 

It is a feat that Fiat India would like to repli- 
cate. “The new plant in Ranjangaon will 
produce 820 engines a day,’ says Rajeev Kapoor, 
CEO of Fiat India, in Ranjangaon, Maharash- 
tra. “This will include both the multijet diesel, 
and gasoline engines.” Kapoor's voice is full 
of hope; a hope propelled, fittingly perhaps, by 
the most fundamental component of a car: 
its engine. 


Turn The Ignition 

Unlike other diesel engines, which are larger, fit 
bigger cars, and have different brake horse- 
power, Fiat's 1.3 multijet can serve a car as small 
as the Maruti 800. With a higher bar pressure, 
it generates better power and is more fuel 
efficient. All new Common Rail Technologies 
(CRT, aka the 1.3 multijet and Hyundai's diesel 
engine), do the same thing. but none are com- 
parably as light or powerful. Fiat's 1.3 multijet 
also runs as soundlessly as a petrol engine. Most 
uniquely, the wonder engine fits varying ranges 
of small and medium cars after being recali- 
brated for different gradients. 
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SUBHABRATA DAS 


Indeed, other brands such as Maruti Suzuki 
(for Swift and Swift Dzire) and Opel (for Corsa) 
have recalibrated and used Fiat’s 1.3 multijet. 
Tata Motors, which is in a Rs 4,000-crore joint 
venture with Fiat, says it will manufacture 1.3 
multijets for the yet-to-be-launched Indica X1. 

“This diesel engine was selected for its merits 
oftechnology and efficiency, and its readiness to 
meet pollution and environment norms,” says a 
spokesman of Maruti Suzuki, which has ob- 
tained the 1.3 multijet technology through a 
technical licence agreement with Fiat and Gen- 
eral Motors’ (GM) Adam Opel. It was rated 'En- 
gine of the Year 2005' in the 1-1.4 litre category 
in Europe by UK International Press Media & 
Events' automotive magazines division. 

The engine was originally developed in 2003 
jointly by Fiat and GM. GM also owns it but is 
yet to enter the market for small cars with this 
engine. The electronic control unit (ECU), the 
heart of the engine, incorporates technology 
that minimises vibration, ensures quiet per- 
formance, and reduces emissions substantially. 


TURNAROUND KID 


Type: Diesel 4 cylinder multijet 
Displacement: 1,248 cc 


Power: 75 BHP @ 4,000 rpm and even 
90 BHP 


Torque: 170 Nm @ 2,000 rpm 


Valves per cylinder: Double Overhead 
Camshafts, 4 valves 


Fuel system: Common Rail Direct Fuel 
Injection (CRDI) 
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Importantly, it is also turbo charged, using 
more air to burn diesel compounds effectively. 
"This reduces wastage of fuel and increases ve- 
hicle efficiency,’ says Jayanta Kumar Deb, vice- 
president for engineering and design at Fiat In- 
dia. At 129 kg, the 1.3 multijet is a lightweight 
that produces more power than other, heavier 
diesel engines. 

The ECU allows the right amount of fuel to be 
burnt in dense traffic. *In India, due to in- 
creased traffic, cars tend to run slow and need 
frequent gear changes,” says Deb. “This engine 
is tuned to give more stable and low-end torque, 
so that driveability is friendlier, giving better 
fuel efficiency.” The 1.3 multijet will be featured 
in the Grande Punto and the Linea, which are 
expected to hit the market in September and 
early 2009, respectively. 


- The New Factory 
At Fiat's 200-acre spread in Ranjangaon, de- 
spite dust and debris, work progresses swiftly to 
make the plant fully operational by next year. In 
the middle of this organised chaos, Fiat's work- 
ers are meeting current orders for Palio Stile in 
plant number 178; they are also testing the Lin- 
ea and Grande Punto for commercial roll-out. 
Dressed in light blue jeans and navy blue T- 
shirts bearing the ruby red logo of Fiat, the new 
class of Indian workers at the Ranjangaon fac- 
tory would fit just as well into a Springstee- 
nesque working class Detroit. “Our workers are 
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young and are paid very well,” says Angelo Pugl- 
isi, head of human resources at Fiat Power Train 
Technologies in Ranjangaon. *Fiat's training 
will help these youngsters become the future 
production engineers of Indian automobiles.” 

Fiat's investment includes training over 60 of 
its officers in Turin, Italy, and Biesko-Biala 
Poland. By the end ofthis year, there will be 700 
workers ready to roll out 200,000 cars, includ- 
ing 75,000 cars for Fiat India alone. *The rest 
will be exported, and a good portion of the cars 
made will be for Tata Motors,” says Deb. 

Officers who have lived through Fiat's 
gloomiest days in the Indian market now ap- 
pear relaxed and upbeat. "The tie-up with Tata 
Motors gives us access to their distribution and 
service centres,” says Kapoor. "With 65 Fiat dis- 
tribution centres already in place, we will lever- 
age Tata Motors service centres to help our cus- 
tomers.” Tying up with Tata Motors also gives 
Fiat access to Tata's ancillary vendors. 

The 1.3 multijet engine has 129 parts, of 
which the crankshaft, cylinder head and cylin- 
der block will be manufactured in the Ranjan- 
gaon factory itself. All other parts are sourced 
from vendors within the Pune region. Plans to 
bring primary vendors closer to the facility in 
Ranjangaon are underway. The new facility will 
also manufacture Fiat's 1.2 and 1.4 litre fully in- 
tegrated robotic engine (FIRE), which will run 
on gasoline, and the C549 transmission. 

"The engine will be the best that Fiat has 
made in the Indian market," 
says Hormazd Sorabjee, auto- 
mobile expert and editor of Au- 
tocar magazine, in Mumbai. “It 
is power-packed and has a 
higher output when compared 
to contemporary diesel en- 
gines." Sorabjee says new-gen- 
eration CRT diesel engines 
need not be opened for the first 
100,000 km, but adds that au- 
tomobile companies are yet to 
address the problem of sulphur 
in fuel, which may damage the 
engine. 

While leading in the first few 
laps does not guarantee a win, 
Fiat India's steady advance can- 
not be ignored. The comeback, 
which will not be easy by any 
means, is at least a real possibil- 


ity. The Gods must have 
changed their mind. 

With inputs from 

Pierre Mario Fitter 

vishal.krishna (a abp.in 
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Global Gommentary 


Countering 
Buffetonomics 


by paul samuelson 


WARREN BUFFETT, THE ORACLE FROM OMAHA, IS 
an American icon way up there with Daniel 
Boone and Honest Abe Lincoln. That's not 
because he is just about the richest man in 
the world. These days, multibillionaires are 
a dime a dozen. Most of them have been 
more lucky than smart, averaging in IQ only 
a bit above Henry Ford, who said, “History 
is bunk.” 

Buffett is that rare exception who made 
his own fortune as a superlative investor over 
more than four decades. He professes Will 
Rogers poses: Shucks, I just spot good com- 





However, Buffett proposes a new system 
of import certificates (ICs) issued to would- 
be US exporters (such as GM or Ford or GE). 
These ICs are valuable because would-be ex- 
porters in China, et al, will need to buy them 
if their goods are to be allowed into the US. 
An auction market for ICs between foreign 
would-be exporters and American would-be 
exporters will reach theoretical equilibrium 
only when the US5 trade exports are equal to 
its trade imports. Ergo, no persistent take- 
over of US earning assets by dynamic for- 
eigners will continue in the post-Buffett era. 
Suppose that the US electorate and a Demo- 
cratic Congress do legislate Buffett's scheme. 
Suppose too that we can rule out a lethal fi- 
nancial panic in Chinese and Indian markets 
attributable to the Buffett scheme. Then: 

m China-like places will become dependent 
primarily on their domestic-led growth. 

m With US real imports substantially 
aborted, per capita total income may drop. 
Because consumers will have lost their op- 


panies run by good people and in split sec- Warren portunity to benefit from cheap imports 
onds we go into partnership together. Buffet's from China and India. At the same time, US 
Sounds simple, doesn't it? Go try. T. trade unions will again become active. 

Forget now about speculative capital gains pr otectionist Potemkin village auto factories in Detroit 
and losses. Since 2003, Buffett has turned trade policies and Atlanta will be definite beneficiaries of 


heretical against present-day globalisation 
trends. The title of his piece in Fortune mag- 
azine (26 October 2003) sums up his 
protest: America's Growing Trade Deficit Is 
Selling the Nation Out from Under Us: 
Here's a Way to Fix the Problem — And We 
Need To Do It Now. 

Most US political protectionists, now and 
before, used import tariffs to confine pro- 
duction of automobiles in Detroit and not in 
Japan or Germany. Buffett doesn't touch directly on Ameri- 
can jobs getting outsourced abroad. He focuses his fire on 
(a) the uncontested fact that when emerging poor 
economies apply advanced US know-how to their own low- 


wage, educable workers, they usually generate a trend of ‘ex- ' 


port-led growth'; (b) as academic economists have agreed, 
fast-growing, emerging societies are initially high savers; 
and (c) the fact that most advanced industrial societies tend 
to settle down into lower, steady-state saving rates. 

From these, we can infer that Japan, China and India 
would pile up trade surpluses for a long time, which will be 
recycled into dollar-denominated assets. If Buffett is con- 
cerned by this US pathology, he might have written a differ- 
ent Fortune article proposing a taxing mechanism that 
forces Americans to save as high a fraction of their incomes 
as citizens of emerging countries. Maybe then free trade sans 
tariffs or import quotas could be Buffett's reform scheme? 


will benefit 
neither the 
US nor 
emerging 
economies 


the Buffett scheme. 

m Math analysis shows that, depending upon 
how elastic or inelastic supply-demand rela- 
tions for goods, US losers could overnight 
outweigh US winners. Or vice versa. Proba- 
bly, if and when protectionism surges in 
2009-2013, it will rely primarily on tradi- 
tional import tariffs and quotas. 

In self-defence, Buffett might argue that 
the present state of affairs cannot continue 
for long; that we're in a fix similar to that of persons falling 
off the Empire State Building. They aren't hurt yet, but the 
moment of judgement will arrive soon. 

An op-ed column is not the place to expound equations of 
mathematical economics. Consider a cogent analysis of a 
two-country world, where each place can produce three dif- 
ferent goods out of domestic labour, working with pro- 
ducible capital machines. One of those three goods will be 
machines producible out of labour and machines. 

It turns out that in such an idealised model, a growing ad- 
verse US trade balance could go on forever while at the same 
time benefiting net both, the US and China or India. 

Since Rome wasn't built in a day, a scheme like Buffett's 
could be introduced only gradually, thereby sparing the 
global economies sudden, acute financial turmoil. 








© 2007 Tribune Media Services 
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Selaam Kolkata 


Selaam! 


'Selaam Kolkata' wins the Best 
Programme Show (Bengali) at 
the Indian Excellence in Radio 
Awards 2008 
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BLOOMBERG 


education 


AS ONE OF THE OLDEST AND LARGEST INFORMATION 
technology (IT) companies in the world, Ar- 
monk-based IBM has achieved many firsts in 
the industry. A relatively less known achieve- 
ment was to conceive the subject computer sci- 
ence, and start computer education in universi- 
ties. In 1945, IBM set up the world’s first 
computer lab in Columbia University — later 
called the Watson Research Centre — which 
gave short courses in computers. Few academ- 
ics then took the topic seriously, but computer 
science became a serious and significant subject 
within two decades. Today, of course, it is one of 
the most popular courses the world over. 

IBM executives believe that the company is 
on the verge of pioneering something similar. 
Big Blue is on a frenetic mission to get universi- 
ties to teach service science — a new discipline 
that looks at products and processes in the serv- 
ice industry. Over the past few years, it has con- 
vinced over 150 universities in 34 countries to 
start undergraduate or graduate programmes 
in the subject. “Now, there are more jobs world- 
wide in services than in agriculture or manufac- 
turing,” says Jai Menon, vice-president of tech- 
nical strategy at IBM. “Yet only 5 per cent of the 
R&D is being spent on services.” 

It is another matter that many universities 
needed little or no persuasion. University profe- 
ssors were aware of the growing importance of 
services in the world, and the complex proble- 
ms faced uniquely by the services industry. IBM 
has coined a name for this subject, Services Sci- 
ence, Management and Engineering (SSME), 
but many universities call it just service science. 

So, the University of California (UC) now al- 
lows masters students in many disciplines — 
engineering, management, humanities — to se- 
lect courses related to the services industry and 
also do projects in the area. “Our engineering 
students have been increasingly entering parts 
of the economy other than traditional engineer- 
ing,” says Ravi Nemana, executive director for 
services science, management and engineering 
at the Centre for IT Research (Citris) at UC 
Berkeley. “Our programme, thus, caters to the 
new wave of labour.” 

Professors in many diverse 


Anewteld ore 


agement and psychology had be- 


of study gun thinking about the unique 


problems of the services industry 


evo Ives to a long time ago. The University of 


California at Berkeley and Santa 


ma ke Se rV- Cruz, for example, had discussed 


the concept for at least six years 


ices more before it instituted a formal pro- 


gramme. Many of its professors 


effe ctive were by then already researching 
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aspects of service science. "Among other things, 
we are trying to figure out how traditional serv- 
ice processes can be done using computers and 
analytics," says Ram Akella, professor of Infor- 
mation Systems and Technology Management 
at UC Santa Cruz. 

In many ways, it is surprising that it took so 
long for universities to look at the services sec- 
tor as a new area. Services is not just an emerg- 
ing area; in developed economies, it has long 
been the predominant contributor to the GDP. 
For example, 80 per cent of the US economy is 
based on services, according to the US Bureau 
of Labour Statistics. However, service science as 
an academic discipline is still emerging. Few 
academicians agree precisely what it is, except 
that it is multidisciplinary, drawing from man- 
agement science, computer science, operations 
research, psychology, sociology and so on. 

The services sector, despite its enormous im- 
portance, is not well studied so far either in the 
academia or the private sector. To take a simple 
example, supply chain management for manu- 
facturing is well studied, but few know about 
supply chain management in the services sec- 
tor. Simulating a situation in the services indus- 
try is a complex task. "We could imagine a serv- 
ices system with a certain number of people 
with certain specified skills,” says Menon of 
IBM. "Can we predict the impact on the system 
if we change the number of people and skills?” 

Menon describes himself as an I-shaped pro- 
fessional. Professionals of his generation were 
encouraged to develop deep knowledge in one 
and only one field. Now employers need T- 
shaped individuals, with a horizontal bar at- 
tached to the vertical I. *Much of our internal 
training now consists in converting I-shaped 
individuals into T-shaped individuals," says 
Menon. This training is usually in business and 
cultural issues, used in large measure by the 
services industry. Services companies such as 
IBM would love to have more T-shaped individ- 
uals joined them from universities. 

Yet service science does not just mean impa- 
rting multidisciplinary training. Many of the 
processes of the services sector, such as the sup- 


ply chain example we mentioned, are not well 
understood. Understanding them would, of co- 
urse, involve the use of many subjects, but also 
new research. This is why IBM and UC Berkeley 
have set up service science labs, among the first 
few such labs in the world. Professors in UC 
Berkeley, for example, are conducting research 
into aspects of services that would never have 
received attention some time ago. 

The healthcare industry in the US provides 
an example for many of these researchers. The 
healthcare system is widely perceived to be a 
failure, but few have understood its problems 
deeply enough because, like in all services, they 
are intangible. For example, how do we meas- 
ure the relationship between a doctor and a pa- 
tient? Once we understand it, and learn to 
measure the relationship, we could come up 
with ways to make the doctor and the patient 
happier. But how much can we understand? 

This is not an idle dream. UC Berkeley pro- 
fessor John Canny, at the Berkeley Institute of 
Design, is trying to extract individuals' emot- 
ional states from conversations. Professor Geo- 
rge Shanthikumar is researching nurse burnout 
in the healthcare industry. Nurses go through 
high emotional stresses early in their career, 
and a large number ofthem leave the profession 
after one year. But if they stay longer, they stay 
in the profession for a long time. *What hap- 
pens to nurses in the first year is not well under- 
stood," says Nemana, who had worked in the 
healthcare industry before. 

More companies are also beginning to spon- 
sor more universities for service science educa- 
tion and research. A large number of companies 
and universities in the world have now come to- 
gether to form the Service Research and Inno- 
vation Initiative. This includes officials from 
companies such as IBM, Oracle, Microsoft and 
Xerox, and also universities such as Arizona 
State University, University of Maryland and 
the Indian Institute of Management, Banga- 
lore. Its aim is to mobilise global resources to 
remove the research gap in technology services. 





p.hari @abp.in 
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FIRST MOVER: IBM, 
which set up the first 
computer lab, Watson 
Research Centre 
(above), is now pioneer- 
ing service science 
courses that look into 
efficiencies of service 
providers such as IBM 
India (far left) 


Nascent 


Subject 





More than 150 uni- 
versities in 34 coun- 
tries have introdu- 
ced service sciences 
in their curricula 


e In Michigan Tech- 
nology University, it is 
part of the engineer- 
ing programmes. 


e Arizona State Uni- 
versity offers service 
science option in its 
business courses. 


e The Indian School 
of Business (ISB) is 
jointly developing 
service science 
courses with IBM 





The 


A look 

at the 
intriguing 
persona of 
Kamal 
Haasan 


SCALING HEIGHTS: 
In his latest movie, 
Dasavathaaram, 
Haasan plays a 
record 10 roles 


hy Vatsala Kamat 


EVEN BEFORE DASAVATHAARAM, THE RECENTLY- 
released film in which he plays a record 10 roles, 
Kamal Haasan's multifaceted persona was 
never in doubt. A child performer who grew to 
be an actor, script-writer, director, musician 
and dancer, Haasan is known to take keen in- 
terest in camera techniques, make-up, editing 
and managing the business of films. His pro- 
duction house, Rajkamal Films International, 
has made 22 films, 17 of them hits, since 1985. 
In a country where legendary stars are hardly 
rare, Haasan has been uniquely prolific and ver- 
satile: he plays a rebellious young man in love 
with an older woman in Apoorva Raagangal 
(Rare Ragas, 1975); a psychopathic serial killer 
in Sigappu Rojakkal (Red Roses, 19778); a clas- 
sical dancer in Saagara Sangamam (The Con- 
fluence, 1983); an underworld don in Nayagan 
(Chieftain, 1987), and a gentle-souled commu- 


oh 
* 
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nist-atheist in Anbe Sivam (Love is God, 2003). 
Surprisingly, Haasan says that he is a reluctant 
actor, but “nobody believes it”. 

He has a witty side, too. He collaborated with 
theatre personalities such as ‘Crazy’ Mohan in 
successful comedies such as Pammal K Sam- 
bandam and Panchatanthiram (both in 2002). 
“I let my audience have me as the court jester,’ 
he laughs. “I can get away with calling the king 
names, and can then call it a joke.” 

Although films like Ek Duje Ke Liye (1981), 
co-starring Rati Agnihotri, and Saagar (1985), 
with Rishi Kapoor and Dimple Kapadia, 
brought Haasan success with Hindi audiences, 
he returned to reign over the south. 

His experiments with disguises in Apoorva 
Sahodargal (The Incredible Twins, 1989), and 
Avvai Shanmugi (a remake of Mrs Doubtfire, 
1998) have peaked with the 10 variants in Dasa- 
vathaaram (see ‘My Films Sell Well’, page 48). 

Haasan’s faith in a good script is legendary. 
Actor-director Revathy narrates how, in 1990, 
she was pleasantly surprised to see the Haasan- 
scripted Thevar Magan’s complete text in DTP, 
then uncommon in commercial films. He re- 
leased Magalir Mattum (Ladies Only, 1994) 
himself; it was a film no distributor wanted to 
touch because it featured no romance, not even 
a hero, but it went on to become a box office hit. 

Haasan suffuses his work with the imagina- 
tion of an artist, and the determination of an 
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entrepreneur. "He is a thorough professional, 
and expects the same from all who work with 
him,” says noted cinematographer and ad film 
maker P.C. Sriram. “In our field, every minute of 
creativity costs money and he appreciates that.” 
Thevar Magan (Son of a Thevar, a Tamil com- 
munity), a mega hit that was later remade as Vi- 
rasat in Hindi, was shot in a record 70 days. 

Haasans next venture is Marmayogi (Myste- 
rious Ascetic), a bi-lingual in Telugu and Tamil, 
at Rs 125 crore. His sense of business is some- 
times overtaken by creative largesse and techni- 
cal finesse. For Marmayogi, he has already tied 
up funding and distribution rights with Chen- 
nai-based Pyramid Saimira, a publicly listed 
media and entertainment company. In that, he 
has perhaps learnt from the debacle of his un- 
finished project, Marudanayagam, a period 
film about a legendary Tamil chieftain, on 
which he spent Rs 9 crore filming the first 30 
minutes in 2000, but could afford no more. 

Despite his relentless penchant for raising 
filmmaking standards, Haasan has not been 
spared by some sections of movie goers, who 
have mercilessly ripped his work apart citing 
cost overruns, and free flight of imagination oft 
termed “whimsical”. 

With his latest release, Haasan seems to have 
conquered the balance between creativity and 
commerce. “I could not have thought of making 
a film like Dasavathaaram five years ago,” he 
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Critics may have 
panned Dasavathaaram 
(10 avatars of Lord 
Vishnu), but actor 
Kamal Haasan — who 
plays 10 roles in the 


film — is not perturbed. 


In an interview with 
BW’’s Vatsala Kamat, 
Haasan holds forth on 
the movie. Excerpts: 


SHARP IMAGE 


Q: Will you release 
Dasavathaaram in other 
languages? 

A:We have planned 
Hindi and Telugu 
releases. The character 
of Balaram Naidu 
(Telugu) will, in the 
Hindi version, become 
Pranab Kundu (a 
Bengali). Beyond this, 
we need to think of 
Chinese and Korean 
releases. 


Q: There was a serious 
cost overrun ... i 
A:I had cautioned the 
director on his earlier 
estimate (around Rs 20 
crore). With 10 
characters rendered by 
one person and around 
80 scenes in the film 
(each scene was 
rehearsed the day before 
the shoot), costs were 
bound to be high. But 
the same movie would 
cost seven times more to 


ENER 2572320: 


make in the US, and four that's easy for our audi- 
times more in China. ences to identify with, 
like the Mahabharata. 
Q:Critics say that 
Dasavathaaram is your Q:Are your movies 
attempt to go one up on ahead of time? Some say 
Sivaji Ganesan, who that in an attempt to 
was cast in nine roles score in creativity, you 
in Navaratri ... lose the chord with the 
A:Tell me, why would I ^ audience... 
want to play second A: Most of my films have 
fiddle to somebody? I sold well. It's an 
have been inspired by indication of acceptance 
several leading films. by the mass audience. 
Paul Thomas Andersons Should I do a Vasool 
Magnolia (1999) is one Raja MBBS (the Tamil 
film that inspired me, as remake of hit Hindi film 
did Sivaji Sir’s Nava- Munnabhai MBBS) and 
ratri. Magnolia was some stereotypical 
highly criticised but a entertainers just to keep 
commercial success: it business happy and 
weaves in nine different. going? When I write a 
characters in just one script, the idea is to sell 
day in San Fernando it. As for my critics, I 
Valley, in California. have only one thing to 
Since then, I nurtured say: Shakespeare suffer- 
the thought of makinga ^ ed more damage at the 
similar film — not that hands of the merchan- 
content and not that diser; he still survives in 
story, but something the minds of people. 


concedes with candour. “I now find myself in a 
state of equipoise. I know my purpose in society 
as an artiste, responsibility to my audience and 
that of selling tickets.” Says K. Ravichandran, 
producer of the film, “In an era where actors are 
counting their bucks and moving from one 
shoot to another, Haasan monitored every sec- 
ond of the film.” He wrote the script, too. 

Not that Haasan has always got it right. His 
box office failures include Hey! Ram (2000), a 
bi-lingual period film that revisited Mahatma 
Gandhi's assassination, Alavandaan (He Who 
Came to Conquer, 2001) where the producer 
blamed Haasan for cost overruns, and Mumbai 
Express (2005), a low-budget tragi-comedy 
that barely ran for two weeks. “I tread a new 
path because I am not happy with a limited 
market,” Haasan explains, as he sips his coffee. 
“I am looking at other languages, too.” 

Through his meteoric trajectory in filmdom, 
Haasan has survived his share of personal set- 
backs. His marriages with danseuse Vani Gana- 
pathy, and later with national award-winning- 
actor Sarika, ended in divorce. 


Haasan channelises his social and charitable 
work through his fan clubs. And unlike most 
thespians of the south, he has no political ambi- 
tions. His biggest indulgence is watching films 
— he has a “collection of over a thousand titles”. 
For the interview, he was dressed in a black Ar- 
mani T-shirt, though daughter Shruthi says he 
is not brand conscious. He is known to work for 
long hours, “but he has the ability to be sur- 
rounded by work and take a hiatus mentally’, 
says former co-star and friend Gautami. 

Kamal Haasans life, like his films, has been 
more than ordinary. For one who comes from a 
family of lawyers but dropped out of school in 
Class VIII, contrasts are commonplace. Haasan 
continues to invest the same sense of adventure 
in his choices that he learnt growing up in a 
home that was *open-minded, and we were not 
punished for contra-indicative questions". 
Which is probably why he can play 10 roles in 
one film, and still have his audiences coming 
back for more. 
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public governance RETE — 


Consumers 
And Citizens 


VINEET CHAITANYA WAS VERY THOUGHTFUL. HIS V : 
PR advisor Utpal Vaid had placed before him Before "T — to vowel customers, Ma" | 
ave to listen to your Own peopie 


a folder of emails from various citizens in the 
country. While Vineet had not yet read them, -— Greg Icenhower director P&G 
' 


Utpal made a statement that shook Vineet, 


‘Is the tax payer-consumer of brand India 
getting VFM ... ?' 

Vineet felt discomfort with the word ‘con- 
sumer’; he said to Utpal, “The very suggestion 
of the idea will cause chairs to fly in Parliament 
again. I want change, but not by challenging 
what is already up and running.” 

“Arre!” said Utpal, “then what kind of change 
is that? You have to see the citizen as consumer, 
that is what logic points to, that is what better 
performing nations are doing!” 

Vineet was a young, 36-year-old engineer 
who had worked several years in the public 
works department, before going back to the 
university to study sociology. A revered and 
popular man in Delhi, he was seen as genuine, 
honest and dependable by the residents who 
were keen to put him up as their candidate. Vi- 
neet felt strongly that for India to be taken seri- 
ously in the global market, it was important for 
her to change her attitude to her own, and knew 
that the only way to make the system responsive 
and responsible was by becoming a part of it. 

That was how he met Dave Kelly who was 
writing a book, Unleashing India. Dave, dis- 
cerning Vineet’s mission in life, told him to 
work in parallel with an image builder, “One 
who will seriously help you work with your in- 
tent and not just give you a mask to don!” he 
had said. The result of that quest was Utpal 
Vaid. And the result of that was this zipped 
folder of harsh talk. 

Vineet pulled out the mail written by a free- 
dom fighter's grandson and read out: ‘One of the 
modern sins is ‘rights without responsibilities: 
Once I get accustomed to this consumerist mind- 
set, my expectations from India will vary ac- 
cording to my purchasing power; then affluent 
regions will demand facilities commensurate 
with their contribution to the exchequer. When 
citizens start thinking of themselves as con- 
sumers, nationalism becomes a perishable com- 
modity and the Nation will become a 
product with a use-by date. If a citizen wishes to 
be a consumer, a politician is bound to become 
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a businessman. “And he is right, Utpal ...”, 
said Vineet. 

Utpal nodded, *But this is a marketplace 
where the consumer is angry up to his eye balls 
...”, Vineet winced at the turn of phrase, as Utpal 
went on, “But for every one freedom fighter, 
there are 200 freedom-enjoying Indians, and 
they all define themselves as consumers of 
brand India. So we need to look at the greater 
segment rather than the less.” 

Vineet: I am not averse to the consumer prin- 
ciple Utpal, but worried. You talk like a com- 
pany-wallah; but this is about government not 
management! Ok, think like governance does, 
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not like a limited company man. Brand India 
sounds very progressive and happening, but 
brand India is finally unlimited! Where do we 
define boundaries for anything? Even if you 
take 1947 as the start of an era, a system, truth is 
we are still looking at a 61-year-old habit! And 
ask any company-wallah. In even 25 years 
things become cast in stone! Won't work if chal- 
lenged. It has to be done gradually. 

Now, the moment we use such definition for a 
citizen, you will have to define the government 
as supplier of services and the government em- 
ployee as resources. Then I will have a serious 
problem. Now the government will say, but I am 
not here to meet your demand, but render es- 
sential services to make India functional. You 
agree there is a difference. Next, if I say govern- 
ment employees are resources, I will fan huge 
union problems. See, my point is yes, we need to 
see employee as resource, government as sup- 
plier, citizen as consumer, but after we do some 
intermediary change processes. And trust me, 
we must be doing this soon, for respect in the 
world market will come the day we respect our 
own ... sachh! 

Utpal: Super. So we need to find a via media 
where government renders the service without 
being authoritarian, or say unthinking, because 
that is what is causing grief! If you are calling 
this a democracy, there must be a visible win- 
dow which recognises the citizen's voice. Not 
like that Haus Khas issue, where residents are 
protesting against the overhead Metro arguing 
for an underground metro on their stretch. But 
then you tell me the government has overriding 
powers to build where it deems fit! 

Vineet: So, we need democracy with pizzazz. 
I would like posters that urge people to adopt a 
changed definition. The message should talk of 
a changed lifestyle for the people, not an ego 
massage for the party. So, true democracy 
means treating your citizens with the same care 
and deference that you treat the consumer who 
supplies you your profit, that is the parallel I am 
drawing, see? That means you inform him, 
carry him along with you, let him know what to 
expect, explain to him why you have no other 
option. We must, along with the citizen, co-cre- 
ate brand India. 

It is not as much about 'government versus 
people, as much as it is about the government 
taking the people along in its decisions. Sensi- 
tising the people through communication! 

Take most road building projects. The mo- 
ment the cement mixer parks itself on the road 
outside, your heart sinks. Add to this, the Bus 
Rapid Transport System (BRT) that is causing 
more grief! I mean, imagine this is 21st century 
India, where we have technology for saying ‘I 
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love you’ on Valentine’s Day across thousands of 
miles, but our road traffic is mayhem! 

Utpal: Exactly. So what is the genesis of this 
ire, this impatience? That is what you need to 
work on Vineet. It is so disorienting when road 
repairs put the brakes on all life! Today, when so 
many Indians are returning to India for work, 
so many foreigners expatriated to India, is this 
the brand India we want to present? 

Vineet: But Utpal, road building is also a sign 
of progress and reform. That is not my angst. 
But absence of any form of communication, at 
the point where the work is in progress, to say 
when the task begins, elapse time for construc- 
ticn, estimated date of completion, and margin 
of error. This, I think, is a function of systems 
and sensitising the building community. This, 
in fact, is a duty owed to the citizen. Yet, does 
this make the citizen a consumer? 

Utpal: Ok, this scientist writes, “As an honest 
tax paying citizen, I most certainly feel cheated 
by a system which erodes India's brand equity 
every day. It is as if the government has reneged 
on its contract with me. I do not have a voice as 
stakeholder of brand India to prevent the 
inevitable slide in the brand's equity. I rue the 
absence of a viable self-correcting/regulatory 
mechanism,” 

“This country is not going to get fixed merely 
through enforcing standards and filling more 
forms and creating more copies of the same 
form. The time for that has passed. The only 
thing that will fix anything is pride, pride in 
brand India ... And that, only if we think ‘excel- 
lence’ than ‘profit t” 

And what is pride, Vineet? A sense of brand 
ownership, a sense of ‘I am an Indian, and I am 
worth it!’ Like the Loreal girl says! 

Vineet: I feel ownership of a ‘nation’ brand is 
a different emotion than one about loyalty to a 
product brand. Just think. In the case ofa prod- ` 
uct brand, you owe the brand nothing. If any- 
thing you take upon yourself the right to whip 
the brand till it does something for you. I think 
we need to go with the definition of brand loy- 
alty, but with some difference where we can re- 
tain the reciprocal duty for brand 'country that 
is necessary to sustain it. But I like what this sci- 
entist chap is saying. He asks for a "self correct- 
ing mechanism" Would you know what that can 
bein the context of a country? ‘The time for that 
has passed ...’ That sentence is potent and nerve 
wracking. You are the company-wallah here, is 
there ever a moment in a brand s life when stan- 
dards enforcement stops or is suspended? 

Utpal: No no no, that is not what he is saying. 
He is talking about the very establishment of 
standards which a new company, a new brand, a 
new family, would set which in itself paves the 
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way forward; which defines the brand's ego, its 
distinction. Like, McDonald's would say we 
serve you in 18 minutes, or as Dominoes prom- 
ises, delivery in 30 minutes. These are stan- 
dards that a brand comes to be known for — 
which cannot be challenged. The brand, thus, 
gets a certain invincibility with regard to these 
postures it takes. Like people look back at it and 
say, hmm, now there is a good brand... Or like 
the Indian heritage ... 

Vineet: No, never. I am not going to use this 
heritage line. In practice, we have no heritage. 
We will revisit heritage, when we have built the 
pride Mr Scientist talks of. 

Utpal: And how will you do that? For pride to 
be there, you must like what you see, isn't it? 
But what do we really like so that we go out of 
our way to maintain it, sustain it, protect it? 
Aisa kuch hai kya? Listen to what this designer 
is saying, "First tell me what will you do if you 
have a foreign client and you are showing her 
Hanuman Mandir, talking about how devout 
Indians are ... and right outside the temple she 
slips on poo ...? Now add poor roads, the poorly 
managed traffic, poor healthcare, inefficiency, 
garbage on the streets, flies and poo! She quotes 
GDP figures and I wonder if the prosperity story 
is true, why do these things persist?" 

Vineet: I agree. Totally agree. In fact, what 
she says corroborates my earlier statement that 
the heritage line is only theory. See, my argu- 
ment is clear. If you say the citizen is a con- 
sumer, then the country is the product, and the 
brand is India. Now company-wallah, you take 
an ordinary user of Parachute hair oil. Simple; I 
am not even talking of LG refrigerator. Does she 
maintain the product? Does she put kerosene in 
it? Tobacco in it? If she does so, the product will 
cease to work for her, yes? So, if that roadside 
bead stringer lady in Jnandewala Extension can 
protect her hair oil product, why does not this 
citizen consumer do so as well? 

But the designer lady's argument is unfair. 
You are saying citizen will go and poo outside 
the Hanuman Mandir, and then we will blame 
the government for not cleaning it, hanh? Does 
this make sense? 

When I talk to my people, I represent India, 
the Indian government. Achcha ho ya bura, I 
am a government-wallah. Whatever I speak 
must be that I can defend if it is thrown at me. 
And I will defend the poo-outside-mandir the- 
ory by blaming the citizen consumer. So this has 
fallen flat. Next mail please ... 

Utpal: (laughing) Ok. This one is a comple- 
ment of the earlier one. This is an economics 
teacher, "The garbage on my street has been 
there for the last four days. The waste removal 
company is on strike. What wrong did I do? All 
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that stench is making me sick, not my local cor- 
porator. Also, please tell me why do families hire 
security guards when the poor men have to use 
the public parks as urinals?" 

Vineet: Very disgusting. I am keeping note of 
this. This is really unfair. The Indian citizen 
consumer must realise that if the support staff 
like cleaners, security, watchmen, sweepers, 
nullah cleaners, etc. are removed, the rest of In- 
dia will die. Just die. No amount ofteaching will 
help now. We need preaching. Non-stop 
preaching. Ads that preach politeness, use the 
toilet not the street, care for your rivers, say no 
to bribes, pay attention to the elderly ... 

Utpal: I was telling you, work with the imme- 
diate issues impacting daily consumer life. So, 
here are two citizen consumers saying how 
much pushed against the wall they feel. 

The first: “J am a housewife with ageing in- 
laws, and two young daughters. Some days 
when my mother-in-law's asthma gets serious, I 
have to rush her to the general hospital in the 
middle of the night. I don't feel safe with the taxi 
driver; I don't feel safe leaving my daughters 
alone at home; I don't feel safe leaving my eld- 
erly father-in-law alone. It makes me angry 
that even during moments of crisis my thoughts 
are overpowered by the need to guard their 
safety than their health. So, I cannot let my in- 
laws go out for their walks alone. Whereas, 
everywhere else in the world, the elderly are safe 
to walk alone! I feel my country owes me a sense 
of peaceful existence; but every time I think of 
my government and the people running it, I 
only see and hear a cacophony of voices and an- 
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imated gestures that seems to be all about them- 
selves. So where do you want me to go and ex- 
press my rights? I feel they won't recognise me as 
a citizen with a right? 

Utpal then read the next mail from a senior 
director of a large company: “Yes, I do think of 
myself as a consumer for I pay a very high tax 
and get nothing from the government. I often 
ask, do I need a government at all! A security 
guard safeguards my home; a generator ensures 
electricity; I pay toll of Rs 40 every day, I use my 
pump every day to suck water from the ground 
` as the municipal water comes occasionally, I sit 
in traffic jams to allow priority to ministers. No 
one attends to the police emergency number if 
you need any help — I did try it a couple of times 
to stop the blaring music from a near-by club in 
the middle of the night. I manage to survive 
stray dogs on the streets with no one to complain 
to; I watch horrified as my elderly neighbour 
gets beaten up for requesting a stranger to not to 
park at his spot; I call for sewage help 
and pay to get the drainage cleaned; I pay the 
street. sweeper, a government employee, for 
his job description is to do a very superficial job, 
but if you want your area to be cleaned, 
he needs extra! And after all this, I also pay a 
hefty tax...” 

So, I wonder why do I need government? I 
pay 34 per cent of my hard earned money as tax 
and think that it is a cost to pay for surviving in 
a democracy!” 

Utpal: Arre baap re! Hmm ... 1 am not com- 
fortable with the statement that the more tax 
you pay, the more facilities you should get. My 
driver, who does not pay tax, needs the same if 
not more. I can use my hand-held phone to use 
a citizen's portal to say get a birth certificate. My 
driver also needs access to a citizen internet 
kiosk, dosen't he? My maid needs schooling for 
her kid more than a tax payer needs. So pro rat- 
, ing does not wash with me. 

A Utpal: So, there is this expectation built in 
with paying taxes. The expectation clause is 
bothersome. But we have to face it. 

Vineet: See, if we follow the organisation the- 
ory model, then we say India is an organisation, 
the PM is the CEO: the President is the Chair- 
man; the citizen is the consumer; pay close at- 
tention Utpal. There are customers now. 

Utpal: Customers? 

Vineet: Yes. The whole corporate community 
are the customers. In fact, they are the biggest 
beneficiaries. Think. I, an individual pays for 
electricity, I use it, matter ends. Same for water, 
roads, telephone lines, etc. Now, a corporate 
customer uses all the infrastructure and 
pays too. No doubt. And he recovers a part from 
the end consumer. Karna bhi chahiye. 
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But he has a reciprocal responsibility of a 
deeper nature. Let me explain. At the toll booth 
last week, the credit card reader was not | 
responding. Ensuring this infallibility is the ` 
responsibility with the card-issuing banks. 
When I go to a swank Taj Mahal Hotel, the card 
reader jumps to attention; but the same bank's 
card reader at the toll booth or in some small 
store in Lajpat Nagar will be a ramshackle 
one. Why so? 

Large companies have the mental comfort, 
hence, they need to put some power behind the 
administration of their products and make 
them universally accessible to everyone. 
Ccurier companies won't operate unprofitable 
seetors, foreign banks won't give farm loans; 
Everyone is quick to ask for level playing field, 
but are you levelling when you play? What use 
having a certain brand in the country's retail 
shelf, if that brand does not work for everyone? 
Today, I somehow get the feeling that abun- 
dance and convenience is the prerogative of 
only the SEC A and B pop strata. 

So, a country and its image are a function of 
both public and private enterprise, and the lat- 
ter too is as accountable. 

Utpal: See, in an organisation, you have de- 
partment heads, a CEO and a management 
committee, and they are expected to perform 
and deliver results. The person pushing for per- 
formance is the parent company, who appoints 
these people. In the case of a country, the re- 
porting lines are to the electorate who appoints 
these people. 

"You can't have a billion-plus country with no 
aceountability! Look at it very simply, Vineet. 
When a bottle of Coke fails in Koramangala, 
trust me, the CEO, jumps to correct it. And 
there are seven times as many bottles of Coke 
sold in India as there are people in India! Like- 
wise, every Indian must be the concern of the 
CEO of the country, period! 

Vineet: And that also worries me, Utpal. I 
wonder if image can be built without harnessing 
the workforce in the government to adopt 
change. I don't know why I feel this is not a mar- 
keting issue at all! This is not about brand equity 
or building a brand. This is by the people for the 
people ... this is a huge HR issue ...!” 


ee ree t MEM Ra ra Sir i a as RS TT T I a tai aaa d aa US mu ndm MPH n NH aaan nam an 


casestudymeera (à gmail.com 


Classroom/syndicate discussion 






7 JULY 2008 60 BUSINESSWORLD 


www.business-standard.com 


BSE stock ticker (delayed by 10 iinütes | BSE stock quotes | Updated price and volume data n Market 
| Incisive, unbiased research | In- -depth company financials | Broker calls | Commodity news |. Comprehensiv 
of industry and the economy | At www. business-standard. com/livemarkets. ! 


To advertise on the site, call Shailendra on 98205 98051, 022 2497 8456- 69 or 
email; shailendra. kaletkar@bsmait. in 





shyam malhotra 


Pride And 
Ownership 





India's best 
asset is its 
manpower. It 
is time we 
stop treating 
itasa 
liability. 


Shyam Malhotra is 
director, Cyber Media 
India, where he 
currently oversees the 
editorial and HR 
functions. He is also 
an executive and life 
coach. He can be 
contacted at 
shyamm@ 
cybermedia.co.in 


TO ME VINEET’S STATEMENT “THIS IS A HUGE HR 
issue” is the crux. Galvanising ‘service providers’ 
to the nation is a complex job. There are so 
many of them at so many places. Can we start by 
having a common way of addressing them? 
Would CSPs or Citizen Service Providers do? 

There are four planks on which this galvani- 
sation must rest. 

Plank One is disruptive change. It works. 
Witness the recent macro changes in India. The 
opening of the telecom sector has caused a 
global industry and a country that is infinitely 
better connected. The privatisation of airlines 
has resulted in 20-30 per cent first-time trav- 
ellers on each flight. That is a huge develop- 
ment. Sure, the airports are a bit of a mess, but 
that is changing and would have changed faster 
if more disruption was permitted initially. Such 
disruptive changes can make “chairs fly in Par- 
liament” as Vineet says. That already happens 
— for far lesser reasons. So, that cannot become 
a reason for lack of change. 

This disruptive change can start at so many 
places that there is no point in even listing 
them. A bush fire does not need strategic 
planning in a board room. It just needs embers. 
The CSPs have to be encouraged to start the fire 
at their local levels. Transfer of ownership can 
be one ember — and that is Plank Two. Vineet 
has got it right when he says that “ownership of 
a nation brand is a different emotion from 
product loyalty.” Ownership for the job is a 
great starting point for ownership of the 
nation brand. 

To do that, ownership and responsibility has 
to be transferred to the smallest unit closest to 
the citizen consumer. Whether it is a postal 
zone, a panchayat, a thana or an individual. In 
all my years of working with people, the most 
powerful motivator has been ownership. People 
are willing to kill for what they own. For other 
things, they do not even want to be on the battle 
sidelines. Transfer of ownership needs an hon- 
est intent, clear job descriptions and accounta- 
bility. The intent has to come from the political 
and bureaucratic leadership. The rest is a mat- 
ter of logistics. Tough logistics, but not impossi- 
ble if the intent is strong. 

Plank Three is fair rewards. The fact is that 


CSPs are not well rewarded. Teachers earn in a 
lifetime what their students make in a year. The 
traffic policeman who stands at the crossroads 
the whole day can never dream of owning a car. 
The army does not have enough officers. In too 
many cases, the job of a CSP is taken up not be- 
cause of choice but because there is no other 
choice. And for too many CSPs, the job is just 
that — ajob. And, that is an incorrect recipe for 
a service orientation. So can there be incentive 
systems? Can we pay a policeman a bonus on 
the number of cases solved? Can we pay the 
safai karamchari on the basis of a feedback 
from citizens of the area he works in? It would 
be correct to add that fair rewards should 
include training and development too. 
Everyone wants to grow. And training and de- 
velopment are essential pre-requisites to make 
that happen. 

Plank Four is pride. The pride associated 
with a ‘government job’ has been eroded to the 
bone. What we see is power — sometimes mas- 
querading as pride. We need to build back 
pride. Because no amount of financial reward 
can be a substitute. Utpal says that “pride comes 
from what we see”. It also comes from acknowl- 
edging what we see. We need public recognition 
of those who are doing a great job in a system 
that is hostile. 

I met the driver of a snow-clearing machine 
at Khardungla — the mountain pass at 18,300 
feet beyond Leh. He was from Rajasthan, one of 
the hottest places in the country. Over a cup of 
tea, I asked him what kept him going in a place 
like that. His answer was simple — I must do 
my job well. There are many more like him. The 
policemen who have 14-hour-plus working 
days. The electricity repairmen who cycle out in 
the Delhi heat to ensure that my AC works. 
They too need to be on television — apart from 
political leaders, cricketers and criminals. We 
are spending too much time and energy in rein- 
forcing what is not happening. That is no way to 
build pride. 

The doubts are starting to creep in. How will 
this work? It will not work if it is launched as a 
national 10-year mission. But it will if at- 
tempted by those smallest units closest to the 
citizen consumer. The principle is macro. The 
implementation has to be micro. Because at 
that level, all the points that Vineet and Utpal 
make become actionable. Communication, ac- 
countability, ownership and pride become visi- 
ble and measurable. And provides people with 
the reason to do more of the same. í 

Because of the scale, progress in India ap- 
pears to be slow. The planks of disruptive 
change, ownership, fair rewards and pride can 
change that drastically. 
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India 


AS A CONSUMER OF BRAND INDIA I FIND THE STORE- 
front filthy, packaging clumsy, salesmen arro- 
gant, the product ‘leaky’ and the image tacky. 

It almost seems that we feel a certain com- 
fort, nay pride, in the snake-charmer-cow-on- 
the-street image. The freckles deepen with an 
economy whose gains are not all pervading, an 
infrastructure that creaks, and a quarter of 
Indians waiting for the promised roti, kapda 
and makaan. 

The process of building a desirable image is 
challenging, especially, when the powerful 
India story gets discounted by negatives. Any 
focus on India — the land of immense oppor 
tunities — is coloured by graphic references to 
abject poverty, poor infrastructure and 
rampant corruption. Both Utpal and Vineet 
are seized of the huge mindset change 
needed in the government to treat citizens 
with empathy. 

Reports suggest that India will be among the 
top global economies by 2050. But what image 
will it enjoy? I can say that every proud Indian 
wants the country to top the list of economically 
developed nations. Brand India must aspire to 
top the global integrity charts too. 

This sentiment will propel Vineet ahead. 
From the tone of the emails presented to Vineet, 
it is clear that the country’s leaders have to gear 
towards the objective — “India on top of the 
global integrity charts by 2050.” 

The administration need not look very far for 
inspiration. We have, in our own country, 
companies like GE, IBM, Tatas and Infosys, 
whose conduct and management gained an im- 
age of ‘a respected organisation. These 
companies do not depend on their goodness to 
speak for them; these companies actively 
pursue a campaign of image building and nur- 
turing that increases their scores on the in- 
tegrity charts. 

Who will drive the image building task for the 
India of Tomorrow? The CEO? The govern- 
ment? Or the people? The task is too critical to 
leave it to any one constituent. As consumers 
(citizens) of this country, people have a role in 
telling the government where the shoe pinches. 
We also need to ask that as Indians, what we can 
do? For this, it is imperative that we have two- 
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way, proactive and responsive communication 
channel between all strata of consumers and 
the government. 

A country’s image is built on the integrity of 
its people — Will I be there to meet my client at 
the appointed time? Will I take the tourist to the 
hotel she has a booking in and not my friend’s 
non-descript hotel in Paharganj and charge her 
$400 for trip that should cost her under $10? 
On the credibility of relationships — Will I sell a 
drug that has gone beyond its expiry date to an 
illiterate customer? And trust in its systems and 
processes — Will I be able to get the policy in- 
terpreted to my company’s benefit? 

A country’s image is also built on the integrity 
of its leaders — Will I bribe a voter each time I 
need her vote? Will I continue to feast at the 
cost of thousands of hungry citizens? Do I 
deserve the right to lead people with my crimi- 
nal record or undeclared income? Will I look 
down upon a citizen because she is not literate? 
And trust in its systems and processes — Will I 
hide behind the policy and stick to my office? 
Should I accept a bribe for doing a job I volun- 
tarily chose and I am getting paid for? Why 
would I twist the rules to favour one citizen 
over another? 

The image of a nation is built on doing what 
you say, and walking the talk. We as individuals 
and as a nation have to plug the gap between 
promise and delivery. We as individual citizens 
have the responsibility to change the rules of the 
game. We have to work with the government to 
co-create an environment that is best for the 
interests of the people. With our rights come 
our responsibilities. 

The government has to look for new work 
ethic to keep up with changing times. It has to 
rely on private-public partnership as many such 
projects have ensured outflows to actual benefi- 
ciaries without leakages. 

And, the private sector has to look for areas 
where it can supplement the government effort 
without any expectation of a reward. Just as the 
Tatas, Wipro, Satyam, Bharti, NIIT and a host 
of others are educating children, we need each 
one of our large, medium and small corpora- 
tions to give back to the community. There is no 
better pay back time than this. 

Just as the industry wants the government to 
listen to it, the industry also has to act on the ad- 
vice of the government — whether it is on man- 
agerial compensation, affirmative action or 
making reasonable profits. 

As Indians and leaders, we need to make our- 
selves vulnerable for all our actions amongst 
those we live, work and mingle with. That alone 
is the way to top, not only on the integrity charts 
but every other chart — globally. 
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Rover Roars- - 


: : PURAN THAMI STILL REMEMBERS THE DAY HIS 
Darjeeling grandfather Sukhbir Thami bought a Land 
has the only Rover. The year was 1954, and Puran, a tender 
fu nctioning eight-year-old. Sukhbir, a World War II 
> veteran who had seen action in Cyprus, 
taxi fleet invested his pension money on a Land Rover 
of Land Series I owned by the son cf Iswardass | 
Bhimani, the then Rai Bahadur of Darjeeling. 
Rovers Sukhbir, after much persuasion, managed to 
in Asia seta bargain for Rs 3,000, but even that was 
too much for him. He had to put in Rs 1,000 
from his pension funds, and gave up the 
deed to a piece of land he owned in the heart 
of the town. 


RUSTY HISTORY: Land Today, Puran points to a glittering mall on 
Rovers used as taxis in the same land and smiles — the price of the 
Darjeeling could fetch land today is more than Rs 4 crore, according 
Rs 16 lakh in to market estimates. If only his grandfather 
international markets had been a little wiser. 
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Sukhbir, however, never regretted his 
decision. The Rover was the love of his life and 
he drove it for three years before he died, 
bequeathing it to his son, Balbir, whose 
grandest moment was driving supplies and 
climbers to Kathmandu and Namchey Bazaar 
for Brigadier Gyan Singh, leader of India's first 
expedition to Mount Everest, in 1960. *The car 
is not at its peak and the seats rattle,” says 
Puran. "The engine fumes and regulators give 
way at times, but the old dame is still the only 
one that can take you up to Sandakphu.” That 
claim could be contested, but Sandakphu, at 
3636 metres — the highest peak on the 
Singalila Range, between India and Nepal that 
merges into the Kanchenjunga Range — is a 
mean ride up. Sandakphu is regarded as one of 
the most beautiful trekking destinations in 
Eastern Himalayas. 

These Land Rovers were brought into India 
in the 1950s by British tea planters who chose 
to stay behind after the country's inde- 
pendence. At that time, the Land Rovers ruled 
the roads from Assam to Darjeeling Dooars 
Terai. By the 1960s, the British tea planters 
eventually left India for good, and the good old 
machines found their way into the hands of 
travel operators and individuals who pressed 
them into taxi services. 

Today, Darjeeling has five Land Rover 
Series I (including 80 inch Series I), six Series 
II (including IIa Series 88), and 12 Land 
Rover 109s. “A recent estimate puts the 
number of Land Rover Series I in the entire 
world at 86,” says an excited Louis Bedford of 
the London Land Rover Enthusiasts Club. “To 
learn that five Land Rover Series I are 
operating as taxis in Darjeeling is absolutely 
unbelievable. The owners may not even know 
that their Land Rovers are today worth their 
weight in gold, literally.” 

Nowadays, the Land Rovers ply primarily 
between Darjeeling and Ghoom. Ghoom is a 
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small town situated 12 km away. It lies at the 
base of the Sinchel Range, and is a valley 
where roads to Siliguri, Mirik, Kalimpong 
and Gangtok intersect. It is also famous 

for one of the oldest monasteries in the 
Darjeeling Hills. 

A Land Rover 109 is hired as a ‘mini school 
bus’ by Mount Hermon School, while a fleet of 
at least six Land Rovers ferries goods and 
trekkers to Sandakphu from Darjeeling. “The 
Land Rovers cannot be seen anywhere else in 
India or, for that matter, Asia as part of a 
working taxi fleet,” says Sudharshan Agarwal, 
a Rover enthusiast based in Darjeeling. “The 
Land Rovers of Darjeeling are unique in 
that sense.” 

An enduring legacy of British Indian history, 
the Land Rovers have been kept in running 
condition for more than six decades by the 
sheer craftsmanship, ingenuity and 
mechanical knowledge of the local drivers and 
fitters. Of course, the cars are sturdy too. 

“Land Rovers do not require much 
maintenance,’ says Rajesh Agarwal, owner of 
a Land Rover Series IIa Series 88. “When 
the engine does break down, we can put it 
back into service after a little tinkering. The 
Land Rover has provided livelihood to our 
family for almost 45 vears now. It is part of our 
family, and we do whatever we can to keep it 
in good condition.” 

According to David McCormick of the 
Northern Ireland Land Rover Club, and 
Steven Bowman of Legion Land Rover 
Columbia, these Land Rovers could easily 
fetch in the excess of $40,000 (Rs 16 lakh) in 
today's international markets. 

When asked if he would sell his Rover for a 
neat sum, Puran Thami is steadfast. “A Land 
Rover is priceless. It is like our body part. 
Selling it would be like chopping off one's arm. 
It simply can't be done.” 

Barun Roy 
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RUMBLING FORTH: 
(clockwise from top left) 
A 1978 picture showing 
a fleet of Land Rovers 
Series | & Il; a Land 
Rover Series lla Series 
88; a motorcade of 
Land Rovers; all in 
Darjeeling 


Entertainment 


.. TALK ABOUT CREATIVITY 


[I 2 Add 


4 


BOLLYWOOD MAY HAVE COME OF AGE — MOVIES ARE 
‘slicker, with bigger budgets, and more org- 
anised with corporate involvement. Yet, they 
lack creativity. Many filmmakers occassionally 
pause to talk about their ‘inspiration’. 
The latest to do so is Ram Gopal Varma. The 
plot for Sarkar Raj (seen below), starring 
_ Amitabh Bachchan, was lifted from Francis 
Ford Coppola's The Godfather (seen above) 
series, as was Sarkar, of which this is a sequel. 
.. Recent box office delight Om Shanti Om 
starring Bollywood *King' Shahrukh Khan and 
directed by his best pal and choreographer- 
turned-filmmaker Farah Khan has been panned 
by critics as a rip-off of the acclaimed Broad- 
-way musical Phantom Of The Opera. In the 
recent past, emerging filmmakers promising 
| refreshingly new plots are known to have done 
something similar. For instance, the successful 
comedy Bheja Fry is derived from French movie 
she Diner Des Cons 
While this aad have still been acceptable 
"a some years after India threw off the colonial 
-yoke — emerging countries tend to ape the | 
media of successful economies of the day, says 
the late Ethiel de Sola Pool in his book Techno- 
P logies Of Freedom — it is disappointing that in 
a resurgent India, Bollywood is not working 
hard enough to create and export a distinctive 
j pant m creative genius, with a few rae tei 
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Fashion music to ears 


DESIGNER EAR PHONES 


are music to many 
ears and Delhi-based 
Digital Lifestyle 
Distributors 
(DLDPL) is now 
distributing Japan's 
Elecom fashion ear- 
phones, shaped like 
rose buds, hearts, 
chocolate-candy and 
diamonds, in India. 
Of the 2.5 million 
earphone units sold 
per month in India, 
only 30 per cent is 
part of the organised 
sector. In this 
segment, Sony and 
Panasonic sell most. 
At present, in 
India, all Elecom 
earphone models are 
for the female client- 
ele. “The designs will 
appeal to women,’ 


says Deepakraj Singh, 


product manager, 
DLDPL. "Since 
women are more 
fashion conscious, 
the concept would 





seep in better." 
DLDPL claims the 
last four months has 
seen a 40 per cent 
growth in sales per 
month. 

Fashion earphones 
are compatible with 
all iPods and cell- 
phones. “They can be 
used on any mobile 
handset, or music 
device,” says Singh. 


“These headphones 


filter music so that 
it’s audible in high- 
pitch notes." 

Priced between Rs 





NEW TREND: Designer 
earphones are the latest 
buzz in the market 


599 (basic variants) 
to Rs 1,499 (stone- 
studded), DLDPL 
currently offers 23 
variations. In Japan, 
Elecom has a wider 
range, catering to 
men, and children as 
well. They may well 
find their way to 
India soon. Good 
music always finds a 


great audience. 
Janhavi Abhyankar 





Light Up: On 23 June Detroit celebrated the 50th anniversary of its 
annual fireworks display at Detroit river 
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Binary district 





THE HUSTLE: Busy 
district of Akihabara is 
home to all electronics 


ON A BUSINESS TRIP TO 
Japan, if you have a 
little time to soak in 
the sights and sounds 
of Tokyo, do visit 
Akihabara. The city's 
premier electronics 
district is a mish- 
mash of specialist 
stores and multi-stor- 
eyed malls offering 
the latest techno- 
logies in the world. It 


is easy to lose yourself 


in this gadget heaven. 

With most produ- 
cts tuned to Japan's 
home market systems 
and infrastructure, 
gaijins (foreigners) 
are better off buying 
new tech toys, such as 
the European model 
of Nintendo's Wii, in 
the tax-free sections 
of some of the larger 
malls that sell export 
models. The Laox 
store, spread over five 
floors, is a favourite 
with tourists. Do 
keep in mind though, 
that bargaining, for 
either top-end 


electronics or cheaper 


Chinese versions, will 
not yield much in 
Japan's non-confr- 
ontationist culture. 
Akihabara is also a 
hotbed for Japan's 
favoured Manga 
comic books. They 
appeal to all demo- 
graphics, cover the 
entire spectrum of 
social interests, and 
provide company for 
many commuters to 
and from Tokyo. In 
all bookstores, there 
are separate Manga 
comic sections for 
teens, women, busin- 
essmen and kids. 
Often loaded with 
sexual content, the 
comic books, with 
text in Japanese, are 
an endless source of 
scripts for cutting- 
edge animation films. 
At Akihabara, Manga 
culture ascends to the 
next level: some cafes 
have waitresses servi- 
ng cappuccinos dres- 
sed like Manga char- 
acters; just one of the 
many quirks of 
fascinating Tokyo. 
Piya Singh was in 
Tokyo on an invi- 
tation from Toyota 


REUTERS 
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BON VIVANT 


Can touch this 


IT IS NOT EXACTLY A PRODUCTIVE TOOL, 
but it is definitely fun to use. HP's 
new TouchSmart computer, to be 
launched within the next three 
months in India, allows you to acc- 
ess your media libraries and crop, 
edit and share photos simply by 
dragging, holding and tapping your 
fingers on the screen. Users can 
also write and draw on the screen, 
as if on a message board. However, 
at between $1,300 and $1,400 
(Rs 56,000 and Rs 60,000), 
TouchSmart is a pricey way to 
replace Post-it notes on the fridge. 
But the TouchSmart's sleek and 
simple design is engaging, and its 
software easy to use — a 5-year-old 
could figure it out. What was the 
inspiration for its design, asked 
Randy Martin, director of design for 
HP's Desktop PCs, speaking at a 
conference organised by HP in 
Berlin last month. Apple's i-Mac? 
Wrong. The answer's a photo frame 
or a purse. The TouchSmart PC is 
an all-in-one unit that's slim (it is 
about 2.6 inches thick) and rests 
on the desk like a fold-out photo 
frame. It boasts a powerful configu- 
ration, which drives the 64-bit 
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version of Windows Vista and HP's 
TouchSmart interface. It is equi- 
pped with features like an in-built 
DVD burner, recording TV shows, 
direct upload to YouTube and built- 
in webcam and microphone. 

This is actually HP's third stab at 
touch computing for PCs — the first 
attempt was, believe it or not, 
1983's HP 150, while the most 
recent try was last year's Touch- 
Smart !Q700. This new iteration is, 
however, a significant improvement 
over its predecessor. It features a 
22-inch high definition widescreen 
display (as compared to 19 inches 
earlier) and double the RAM than 
its predecessor. It will come in two 
variants (/Q504 and /Q506) and, of 
course, with a wireless keyboard 
and optical mouse. 

HP will also launch 18 new 
laptops in India over the next three 
months. Better known for its no- 
thrills-value-for-money laptops, HP 
is expected to offer more sophisti- 
cated designs. Bunkers in an 
Armani suit, as Satjiv Chahil, HP's 
senior vice-president for global 
marketing, describes them. 

Noemie Bisserbe 
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BROWSING 
Christine F. 
Jamal 
vice-president, 
Corporate, 
Tata Coffee 


| am reading Almost 
Single by ADVAITA KALA. 
It is a humorous and 
delightful book, and gives 
an insight into the world 
of modern single women. 
| normally read more 
serious management or 
self-improvement books. 
But this has been a 
pleasant interlude. It is 
laugh-out-loud funny and 
a great stress buster. 
Next on my reading list 
are: House of Blue 
Mangoes by David 
Davidar, The Monk Who 
Sold His Ferrari by Robin 
S. Sharma and Gandhi & 
Charlie by Charles Freer 
Andrews. 





< Three Musketeers 


of the 21st Century 


hy bibek debroy 


RIVALS HOW THE POWER STRUGGLE BETWEEN 
CHINA, INDIA AND JAPAN WILL SHAPE OUR 
NEXT DECADE BY BILL EMMOTT, 

ALLEN LANE, PAGES: 314; PRICE: $39.00 


THIS IS NOT AS INGENIOUS A BOOK AS NAYAN 
Chanda's Bound Together. But the comparison 
is unfair, since the terrain and focus are differ- 
ent. The 19th century has been described as Eu- 
rope's, the 20th century as America's and the 
21st century as Asia's. Whether one uses pur- 
chasing power parity or official exchange rates 
determines the time-line, the economic story is 
known. If the EU is not counted as a single en- 
tity, the largest economies in the world will be 
the US, China, India and Japan, with the order 
a function ofthe terminal point. As a former ed- 
itor of The Economist, Bill Emmott tells the eco- 
nomic story well. There is perhaps a slight bias 
towards Japan, and the book is stronger for 
that. After all, the author lived in Japan for a 
long time, and published a book on it in 1989. 
The Indian growth story draws on known 
sources — Goldman Sachs (the first BRIC re- 
port), World Bank, McKinsey and the Planning 
Commission. A minor inaccuracy though: 
Goldman Sachs didn't project real annual GDP 
growth of 8 per cent over the next two decades. 
The rate was a shade below 6 per cent. The 
move to a higher growth trajectory of 8 per cent 
-plus didn't occur till 2003-04. So, most earlier 
projections believed in a trend of 6-6.5 per cent. 
Quite often, books on India use dated data on 
investment rates, per capita GDP and growth 
rates. This book is a welcome exception; it even 
has sections on SEZs and land acquisitions. Ig- 


BILL EMMOTT, editor of The Economist from 
1993 to 2006, has written six books on 
Japan, and most recently, 20:21 Vision — 
20th Century Lessons for the 21st Century. He 
is a member if the President's Council of 
the University of Tokyo, a director of the UK- 
Japan Twenty First Century Group, and co- 
chairman of the Canada-Europe Roundtable 
for Business. He has honorary degrees from 
Warwick and City universities, and is an 
honorary fellow of Magdalen College, Oxford. 


noring the cyclical and temporary slowdown, 
what are the constraints on India reaching the 
10 per cent-plus mark? Drawing primarily on 
the World Bank's Doing Business studies, and 
his stint with ICRIER, Emmott flags legal 
regimes, education (skills) and infrastructure. 
The constraint flagged for Japan is an ageing 
population, and for China, the environment. 

In 1968, Gunnar Myrdal authored a book ti- 
tled Asian Drama, referred to by Emmott. The 
sub-title was 'An Inquiry into the Poverty of Na- 
tions, so it was more of an Asian trauma rather 
than drama. If large chunks of the world have 
been lifted out of poverty in the past two deca- 
des, that's largely because of China and India. 
With growth rates picking up across sub-Saha- 
ran Africa, perhaps this statement will be quali- 
fied five years hence. Adam Smith's Inquiry in- 
to the Nature and Causes of Wealth of Nations 
would have included China and India, and 
that's the Asian drama (spliced with Japan) that 
this book covers. 

However, that's not the real meat ofthe book. 
As the author points out, the terminal point is 
not the only interesting part. It is also about get- 
ting there, the process. Since Asia isn't a homo- 
geneous entity, it is also about the three rivals, 
and how they handle each other and cope with 
frictions. It is a political story of power struggles 
vis-à-vis each other, and vis-à-vis relatively mi- 
nor powers. In that sense, the economic story is 
more certain than the political one. In the 
worst-case scenario, one can even visualise con- 
flicts escalating. But that's not very likely, at 
least not among the three major Asian powers. 
Inthe South Asian region, the rising Indian tide 
is capable of lifting the other 
boats of the region. This is an 
obvious and cliched state- 
ment, but gets stuck in poli- 
tics. Although Emmott does- 
nt probe this point, it is 
probably the case that eco- 
nomic integration between 
India and the rest of South 
Asia has begun to happen, Sri 
Lanka being a case in point. 
Afghanistan is a new entrant 
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to SAARC and Maldives an outlier. The prob- 
. lem areas are Bangladesh and Pakistan. 
| Nor does Emmott probe sufficiently an even 
,. more important kind of adjustment, that of atti- 
tudinal changes between the hitherto devel- 
.. oped countries vis-a-vis China and India. No 
- matter how flat the world is, mindsets haven't 
changed, and this is best reflected in interna- 
tional institutions and their governance. There 
are indeed ten recommendations in the con- 
cluding chapter, a few targeted towards the US 
and G-8. But these don't go deep enough, per- 
haps because this volume isn't about that kind 
of “rivalry”. There are minor warts too. Aval- 
okitesvara has differing interpretations, but it is 
hardly accurate to use the appellation "god- 
dess”, Indian growth has been remarkably sta- 
ble since the early 19805, year-to-year fluctua- 
tions have been low. Work by Vijay Kelkar and 
Arvind Virmani, among others, has pointed this 
out. The statement and graph about volatility is 
misleading, because the scale chosen is such 
that it blows the post-1991 blip up dispropor- 
tionately. However, a good read. 


based think tank, Centre for Policy Research 





SELECTION 1 
1 New Age 
Innovations 


THE NEW AGE OF 
INNOVATION DRIVING 
CO-CREATED VALUE THROUGH 
GLOBAL NETWORKS 

BY C.K, PRAHALAD AND 

M.S. KRISHNAN, 

PENGUIN, PAGES: 307; Rs 299 


INNOVATION, THE KEY TO SUCCESS FOR ANY BUSI- 
ness, is closely linked to building organisational 
capabilities. The business managers must react 
to not only changes in the industry, but also to 
the culture the consumer is a part of. THE NEW 
AGE OF INNOVATION highlights this critical 
trend defining the current business environ- 
ment. 

C.K. Prahalad and M.S. Krishnan use two 
simple formulas for CEOs to take a re-look at 
the way they do business. The first formula N=1 
depicts the power of the internet, or how inter- 
action with customers on an individual basis is 
critical to co-create value with that customer. 
The second formula R=G indicates how busi- 
ness process outsourcing, or easy access to tal- 
ent globally, is now available to CEOs. 








The authors have used these two formulas to 
demonstrate how managers miss the first- 
mover advantage in emerging and established 
markets, and lose out on the opportunity to cre- 
ate unique products and services customised 
for individual customers. "Our suggestion is si- 
mple: embrace the inevitable. Make the trends 
work for you,” say the authors. And this should 
be put into practise now, they suggest, as "catch- 
ing up with competitors is always a risky pro- 
cess”. The many examples of the success of the 
formulas make the book an interesting read. 

The authors have warned that consumer ac- 
tivism, ubiquitous connectivity, convergence of 
technologies and industries, globalisation of 
markets, and global search for an access to re- 
sources are trends beyond the control of a firm. 
Their message to the managers: "You have the 
opportunity to shape the next round of globali- 
sation and build a more empowered society." 

—M. Rajendran 


SELECTION 2 


“FOR MY FRIENDS, ANYTHING. 
For my enemies — the law,” 
said former Brazilian presi- 
dent Getulio Vargas. That 
should warn any investor in 
Brazil against leaving it to the 
lawyers to ensure the implementation of a con- 
tract. In China, do not expect the deal to be 
frozen once the papers are signed — that is just 
the beginning of protracted negotiations, GOING 
DUTCH IN BEIJING packs in such bits of useful 
information on diverse cultures around the 
world, and seeks to sensitise the readers about 
alien beliefs, expressions and manners. It fo- 
cuses a lot on Asian culture, as the east is the 
new El Dorado ofthe global economy. 

Executives visiting Japan are advised to make 
presentations using lists in sets of three, six and 
eight, and not four which is considered inauspi- 
cious. In China, it says, use red, gold and silver, 
but not green. 

While in France, it is better not to try speak- 
ing French, unless one is fluent in the language. 
Speaking English might go down better with 
the French, who are rather protective about 
their language. In neighbouring Germany, re- 
member to look into the eye of the host while 
raising a toast, or you will be cursed with bad 
sex for seven years, so says local beliefs. So, 
learn about your hosts before you leave home. 
—Feroz Ahmed 
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A SEA OF 
POPPIES 

BY AMITAV.GHOSH 
PENGUIN VIKING 
in his latest offering, 


Amitav Ghosh takes us on- ves 


hoard a ship called Ibis. 
for an epic journey that 
begins in the Hooghly, - 
traverses the seas and, 
finally, takes its motiey 
group of passengers to 


China, and then onwards — 


to remote islands in 
Indian Ocean. The first 
instalment of a trilogy, 
Sea of Poppies is set in. 
the mid-19th century, and 
is a touching tale of how 
a bankrupt king, an 


impoverished widow, an .— . 


American mulatto, and 
other passengers leave 
their histories behind to 
forge bonds as 
ship-brothers and build — 
new lives. 


Bookmark 


7 
4 
E dins 


connection is something that interests me. 
And perhaps, it has something to do with my 
own life. When I look at it, so many of my con- 
nections — some ofthe most important frien- 
dships and relationships — have been across 
vast boundaries of either space or nationality. 


Q a Today there is a big trend of IIT-IIM 
= graduates writing novels... 
A: I think one of the brightest aspects of 
= contemporary Indian writing is what I 
call the ‘IIT Novel’ I love those books. I thou- 
ght Chetan Bhagat' first book (Five Point So- 
meone) was terrific. Amitava Bagchi's Above 
Average is also an outstanding book. It is a 
genre that is peculiar to India. I don’t think 
people elsewhere are really interested in read- 
ing about a bunch of nerds who make their 
way, but I find them completely fascinating. 


, Political theorists say there's a shift in 

a traditional geo-political centres of 
influence. Is a similar move — from the West 
to the rest — taking place in literature, too? 
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Fast Facts 


ONE OF INDIA'S BEST-KNOWN AUTHORS, AMITAV 
Ghosh, was in New Delhi recently to promote 


TRIBHUWAN SHARMA 


A Clearly, there is a shift in some ways. 

= Today, I think there is no group of wri- 
ters anywhere in the world, which has a wider 
audience than we Indians do. And it is not just 
one kind of book but many different kinds of 
books, which is again a very good thing. 


Q a We still don't have a culture of having 

a literary agents in India. Why? 

A , it's a real pity, and I don't understand 
a why. You have to have the middleman 

because if you are on the creative side, you 

don't have the time to get into the financials. 





Born his latest book Sea of Poppies. Ghosh has „ We also don't have creative writing 
1956, Calcutta authored more than 10 books since the Q = courses here like the UK or the US... 
publication of his first book The Circle of „ No, we don't and, in fact, I don't think 
Education Reason in 1986. He spoke to BW’s Sumati = you can teach writing. But [it is] clearly 
D. Phil. in Social Nagrath about the state of Indian publishing, something the writers acquire at these places. 
i i global politics and his new book. Excerpts. I have noticed this, and I have been pressing 
Anthropology, very hard for a course here. The best place for 
Oxford University » Sea of Poppies is the first instalment of ^ it would be Jadavpur University in Kolkata. 
Q a a trilogy. Why a trilogy? Not only because they have the best English 
First book 4 Well, I want to be able to write this book department in the country, but also because 
The Circle of = in as great a length as necessary, and they are a small university and have the flexi- 
over as much time as possible. This is a book bility to start something like this. I ran a two- 
Reason, 1986 that is going to evolve. I am going to follow day course for them three years ago with ano- 
these characters for a long time. ther writer and 2-3 books have actually come 
Major Recognition out of it. This much is absolutely clear — the 
Arthur C. Clarke a Your characters seem able to transcend first Indian university to start this will basi- 
p VEE Y fap Q = barriers of class. Is that deliberate? cally be the market leader, just as East Anglia 
Yes, that is certainly the case with The in Britain and University of Iowa in the US. 
The Calcutta A: Semmes Tid i b 
gry Tide (2005), and there it is not 
Chromosome so mucha case of class as it is of nationality For the full text of the interview, log on to 
in 1997 and gender. But I think that aspect of human www.businessworld.in 
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Not Such A Bad Idea 


We need to 
replace hydro- 
carbons, which 
are getting ever 
more costly and 
will eventually 
run out. A 
carbon tax will 
prepare us for 
that future 





ALARM BELLS ARE RINGING IN DELHI: THERE IS A 
rumour that the European Union proposes to 
levy a carbon tax on imports from India. The ex- 
cuse would be that the EU, together with other 
signatories to the Kyoto treaty, has done much 
to cut carbon emissions, even at the expense of 
its industries. India, however, did not sign the 
Kyoto treaty, and has gone about 
merrily increasing its carbon emis- 
sions. It saved money by not spend- 
ing on carbon-saving technologies. 
Its industries have therefore gained 
an unfair advantage, and only de- 
serve to be punished. 

When it heard of this threat, the 
ministry of commerce ordered the 
Indian Institute of Foreign Trade to 
produce a position paper. This paper 
has argued that if the EU imposes a 
carbon tax on Indian goods, India 
should take a complaint of breach of 
national treatment to the World 
Trade Organization. The principle of 
national treatment requires that a 
country must treat goods from other 
countries in the same way as it treats 
its own goods. This rule is not ab- 
solute. Obviously, many countries impose taxes 
on imports that they do not levy on their own 
production. This has been all right with WTO 
as long as the tariff did not exceed the bound 
rate if any — that is, the rate above which a 
country has bound itself in international 
treaties not to raise its tariff. 

That will probably not work for two reasons. 
First, the EU will argue that it is precisely na- 
tional treatment that calls for a carbon tax on 
Indian, exports. For it has already forced its own 
industries to comply with its carbon emission 
standards; taxing Indian goods will remove the 
unfair advantage they enjoy over indigenous 
goods in the European market. And the EU will 
call for a new Kyoto treaty, and seek to impose it 
upon India. Last time, India got away because 
the US kept out as well. President Bush would 
have been a redoubtable ally in the fight against 
Kyoto. But he is departing soon; it is not certain 
that Barack Obama will oppose curbing carbon 
emissions with the same zeal. He may even see 
the threat of global warming and support car- 
bon tax. So India's support base may erode. 

In any case, it is no longer so clear that it is in 
Indias interest to go on merrily emitting carbon 


BLOOMBERG 


dioxide. By being a delinquent, it has forgone 
enormous subsidies that the Japanese would 
have given it for growing forests. We could have 
made our country green at others' expense; only 
a mindless nationalist government would have 
forgone — and did forgo — the chance. Even 
otherwise, the energy efficiency of most Indian 
industries is so low that increasing it will reduce 
our own costs. 

Meeting carbon emission reduction targets 
would be much easier if we went in for nuclear 
power. This is an argument the government has 
nct used in international negotiations. It has in- 
stead chosen to ride on America's coattails to 
get past the International Energy Agency and 
Nuclear Suppliers' Group. It could use the argu- 
ment with the EU. It would not find favour with 
all members, for many such as the Germans are 
allergic to nuclear power, especially for India. 
But it may pick up support from France if it 
promises to buy some French nuclear power 
stations. That may be beyond the diplomatic 
skills of the present government, which has 
played its nuclear cards singularly badly. But it 
is likely to resign soon, whereas the nuclear 
question is unlikely to go away soon. The next 
government will be faced with the same difficult 
choices and may, it is to be hoped, deal more 
adroitly with them. 

Whilst it would not be nice of the European 
Union to impose a carbon tax on our goods, it is 
high time we imposed a carbon tax on our own 
goods. It is in our interest to make our industry 
and our consumers more energy-efficient. For _ 
an energy-deficient country, we charge ex- 
tremely low prices for oil products. The ruling 
party may think that it will pick up votes by sub- 
sidising energy; but it is thereby jeopardising 
our long-term future. It takes the subsidies 
mostly out of the pockets of its oil companies; it 
has thereby jeopardised their capacity to grow 
and to buy oil properties abroad. 

A carbon tax is capable of raising such rev- 
enue that it would reduce inflationary pres- 
sures. Although this government does not be- 
lieve in giving any relief to the taxpayer, a 
carbon tax would enable it to reduce other 
taxes. The burgeoning class of car owners may 
resent a carbon tax. But ifthe country reachesa “ 
point when it cannot pay for its oil imports, car 
owners will suffer greatly, as will others. It 
would be better to bear a bit of pain now, so that 
our petrol pumps do not run dry tomorrow. 
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Editor's Letter 





Banking On 
India Inc. 


SOME PEOPLE WANT TO 
turn Mumbai into a 
global financial centre. 
By this, they usually 
mean the city turn it- 
self into a welcoming 
entry point for large 
overseas financial 
companies. The idea 
that Indian financial 
companies can imitate 
their cousins in the 
manufacturing and IT 
industries, and take on 
the global big boys in the financial 
world has not really grabbed anyone. 
Except Uday Kotak. 

The original innovator of the 
Indian financial services scene, 
Kotak nurses dreams of becoming an 
Indian global financier. Once se- 
duced into selling a stake in the com- 
pany he founded to Goldman Sachs, 
Kotak was quick to see this as more 
restricting than empowering. So he 
retook control of his company, and 
since then has assiduously built a 
portfolio of financial businesses. 

While each is competitive in itself, 
Kotak's real advantage is that col- 
lectively his companies are 
perfectly positioned to take advan- 
tage of the coming convergence in 
commercial banking and capital 
markets, when your neighbourhood 
bank will also sell you stock and in- 
vest your money in London's com- 
modities markets. 





dominate the global fi- 
nancial services indus- 
try is unclear. The 
question also plagues 
other Indian financial 
companies, particu- 
larly small private and 
public sector banks. It 
is expected these 
would sell out to the 
foreign financial pow- 
erhouses that could 
enter India if the Re- 
serve Bank opens up 
banking after its planned review of 
the sector in 2009. 

What remains a mystery is why 
Indian corporate houses, such as 
Tatas, Anil Dhirubhai Ambani Gro- 
up and Mahindras, who want to turn 
bankers, remain barred from doing 
so, and from bidding for the same 
banks. An old concern is that borrow- 
ers should not also be lenders, as 
banks owned by corporate houses 
could lend money irresponsibly to 
their parents. But simple rules, such 
as limiting how much a bank can le- 
nd affiliates, could solve the problem. 

In truth, lobbying by existing 
domestic and foreign banks is the 
biggest reason for the curbs against 
corporate houses starting or buying 
banks. It’s time New Delhi overcame 
this lobby and gave India Inc. the 
chance to buy the same domestic 
banks that foreign bankers are lining 
up to acquire. This is essential to giv- 
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Clarifications 

Thank you for the profile (“The Fighter 
Survives, BW, 7 July 2008), but I feel that two 
points are not correctly portrayed. You have 
mentioned that “Aga sacked the entire board 
— including daughter Meher Pudumjee — 
replacing them with fresh members in an 
effort to turn the culture of the company 
around”, I did reconstitute the board, but I 
certainly would not say that I sacked my Board 
because that has an extremely negative 
connotation and is disrespectful to my old 
Board members who gave their best for the 
company. The words you have used do not 
reflect my sentiments. 

The second point is regarding the sentence 
“Anu has also conceptualised a programme 
called Teach For India”. I am very involved in 
the programme but have neither 
conceptualised nor have I brought it to India. 

Anu Aga, former chairperson, Thermax, Pune 


| _ Cover Story ii "T 
The rd Survives B... 


by Vishal Krichna 





IX: ETH your comments 


What's The Government Doing? 


Skyrocketing prices and shortages are taking their toll on 
millions in India who remain mired in poverty (‘The Big 
Bite, BW, 7 July 2008). The prices of wheat, milk, fuel 
and power have increased enormously in the past one 
year. For months, the government has been trying to find 
a solution to rising prices, but maybe it is looking in the 
wrong places, as your report pointed out. 

This lack of control over prices is not just a matter of 
poor governance but corruption in the body politic. A 
strong case exists for controlling corruption, and for 
increasing the interest rates of monthly income schemes 
and post office deposits to help senior citizens cope with 
inflation. And, of course, for reining in the government's 
runaway public expenditure. 


Kangayam R. Narasimhan, Chennai 


Profit In Scale 
The blockbuster model for pharmaceuticals 
will soon be history, and it is important for the 
industry to make the most of the current drugs 
that are patent protected. The easiest way is to 
reduce their selling price and cut the cost of 
manufacture so that it can be sold to the 
masses ('Game Changer, BW, 23 June 2008). 
Volume production generates significant 
profits, and they could be higher than if the 
drug is sold to a limited market. Merck's 
Naveen Rao has taken a bold step and it will 
have long-term impact not only on Merck, but 
also on other companies. 

Girish Malhotra, Cleveland, Ohio - 


Root Cause 
It is encouraging to read about Indian 
billionaires (“The New Super Rich’, BW, 30 
June 2008) but I want to know what they are 
doing about the villages where they were born 
in. If they invest, say, even Rs 5 lakh every year 
in their villages, they can help the government 
in removing poverty within four years. 

S.C. Aggarwal, Poverty Trust, New Delhi 


Corrigendum 

In 'Master Dealmaker (BW, 7 July 2008), 
Zydus Cadila Chairman Pankaj Patel's quote 
should read as *He can visualise the future of 
the industry". Also, the company Byk Gulden 
was mistakenly referred to as By Gulden. 








Letters may have been edited for brevity. 
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Divide 


A foreign 
partner could 
give Future 
Group the 
competitive 
edge it needs 


EYE ON FUTURE: 
Biyani will bifurcate 
Big Bazaar into a front- 
end and a back-end 
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THE FUTURE GROUP'S 
nove to restructure 
Big Bazaar, India's 
largest hypermarket 
chain, will be execu- 
ted on various fronts. 
The idea is to divide 
profits for the front- 
end and back-end 
operations, and sepa- 
rate the taxation 
structure as well as 
the ownership patte- 
rns, say sources close 
to the development. 
Once the exercise is 
done, Future Group 
will seek a joint ven- 
ture with a foreign 
cash-and-carry retai- 
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ler, say media reports. 
If the company does 
that — the move ma- 
kes sense as the group 
will need resources 
and know-how to ex- 
pand — it will be 
well-positioned to 
compete with other 
corporates such as the 
Reliance group and 
Bharti (which already 
has an alliance with 
Wal-Mart for cash 
and carry), who have 
a strong focus on the 
back end. A Future 
Group spokesperson 
refused to comment. 
For more than a 








year now, there has 
been speculation 
about when Future 
Groups promoter 
family headed by 
Kishore Biyani would 
seek outside partici- 
pation considering 
the capital intensive 
nature of the industry 
and the group’s frene- 
tic growth path. 
There were rumo- 
urs in the past of dis- 
cussions between Biy- 
ani and Reliance 
Industries’ Chairman 
Mukesh Ambani for a 
possible alliance. If 
Future Group joins 
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hands with a foreign 
player for a cash-and- 
carry model, it will be 
interesting to see 
whether the group 
will seek participa- 
tion for the front-end 
ofthe business, if the 
law permits. 

Retail industry 
insiders had indi- 
cated earlier that 
foreign partners 
bring with them 
expertise and mana- 
gement bandwidth 
that can be utilised 
even in the front end 
of the retail business. + 

Piya Singh 


million dollars. The fine eBay has been asked to pay for allowing counterfeit goods on its site. 





PHARMACEUTICALS 


that Europe has been built.” 


Uneasy Access 


Indian 
pharma 
companies 
rank low in 
access to 
medicines 


CONTRARY TO POPULAR 
perception, Indian 
drug firms have miles 
to go before they can 
claim to do more than 
Big Pharma in terms 
of making medicines 
accessible. A new 
Access to Medicines 
index, run by a Dutch 
foundation of the 
same name, ranks 20 
global pharmaceuti- 
cal firms on what it 
hopes will be an ann- 
ual scorecard. Gurga- 
on's Ranbaxy and 
Mumbai Cipla are at 
No. 16 and 14, respec- 
tively. The two fare 
better than US drug 
maker Pfizer (No. 17), 
but much worse 
compared to Swiss 
MNCs Novartis 

(No. 4) and F Hoff- 
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“There have been errors in the way 


mann-La Roche 
(No. 7). UK pharma 
GlaxoSmithKline co- 


mes up trumps. Teva 
of Israel and US drug 
maker Schering Plo- 


ugh are at the bottom. 


The methodology 
does not limit itself to 
drug pricing. It assi- 
gns weightages to thi- 
ngs such as research 
and development in 
neglected disease, 
drug donations and 
philanthropy (Big 
Pharma has larger 
budgets), and volun- 


INFLATION 





tary licensing of pate- 
nted drugs. It also as- 
signs weightages to 
having an access-to- 
medicines strategy 
with board-level acc- 
ountability, not a co- 
mmon practice in the 
Indian pharma indu- 
stry. The index is fi- 
nanced by the Dutch 
and UK governments, 
Oxfam and Rabo- 
bank, among others, 
and receives no fund- 
ing from the pharma- 
ceutical industry. 
Gauri Kamath 
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Unions go global 
Unite, the UK's 
largest trade 
union, and United 
Steel Workers, 
America's formida- 
ble union, have 
joined hands to 
create a new 
union, to be called 
Workers Uniting. 
One of the 
immediate aims 
of the new union, 
which will have a 
combined work- 
force of three 
million, is to 
synchronise pay 
talks with multina- 
tional companies. 


BLESSING IN DISGUISE 





WHILE A HUGE DIN HAS BEEN RAISED 
over the increased burden of the 
fatter equated monthly instal- 
ments (EMIs), hardly a whimper 
is audible on the plight of 
investors in bank deposits. A 
rate of inflation higher than the 
interest rates — negative real 
interest rates in macro-economic 
jargon — always profits borrowers 
and hurts lenders. That is 
because the value of money in 
real terms erodes faster than the 
rate of return for lenders. 

So, in real terms, borrowers 
have to pay back less than the 
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amounts borrowed. The focus 
should be more on falling income 
streams of deposit holders rather 
than the borrowers. More so, be- 
cause normally it is the pen- 
sioners and the aged who live off 
returns from deposits. 

Deposit holders anyway get a 
raw deal because post-tax returns 
for them tend to be extremely low 
or negative. Says Mumbai-based 
financial planner Gaurav Mashru- 
wala, “Just because you don’t see 
the silent killer, inflation, doesn’t 
mean deposit returns are safe.” 

Puja Mehra 


OFF THE 
ROADS 


Truck drivers and 
helpers rest inside a 
truck in New Delhi 
2 July 2008. 
Millions of truck 


drivers went on 
strike across the 
country on 
Wednesday to 
protest rising fuel 
prices and road 
tolls. There are 
fears that prices of 
edible items may 
shoot up in the 
coming days if a 
solution is not 
found soon. 


INSURANCE 


Troubled Life 


Volatile 
markets have 
seriously 
affected the 
life insurance 
industry 


Reality 
Check 


HARMA 


ec 
> 


TRIBHUWAN 


FALLING MARKETS 
have hurt unit linked 
insurance products 
(ULIPs), impacting 
life insurance busin- 
ess. The Insurance 
Regulatory and Deve- 
lopment Authority 
(IRDA), the insura- 
nce ombudsman, says 





the industry, which 

grew by over 252 per 
cent in the first six 

months of 2006, sho- 
wed a negative figure 
of -14 per cent for the 
same period last year. 

The growth was 
only 21 per cent for 
the entire financial 
year of 2007-08. 
Also, with the public 
being wary of agency 
channels and their 
commissions, a 
market-linked pro- 
duct is not likely to 
be high on purchase 
lists this year. 

And if renewal 
premiums go down, 
insurance firms will 
be further away from 
turning profitable. 
Perhaps insurance 
firms need their own 
insurance against 
stockmarket vagaries. 

Vishal Krishna 





GLOBAL NEWS 





REUTERS 





Coup de grace 


EVEN AS BRITISH MERCENARY SIMON MANN 
stands trial in Equatorial Guinea for his 
alleged role in an attempt to dethrone 
President Teodoro Obiang in 2004, the 
‘masterminds’ behind the plot are yet to 
be identified. While Mann named former 
British Prime Minister Margaret That- 
cher's son Mark Thatcher (pictured 
above) and London-based millionaire Eli 
Calil, Thatcher and Calil have denied any 
involvement in the plot. 


By 2012, about $450 billion will be spent each year on green energy projects, according to 


Global Trends in Sustainable Energy Investment 2008 report by UNEP 
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NELP-VII 


MISSING TH 


THE FLIP-FLOP OVER 
taxation has taken its 
toll on India’s presti- 
gious seventh round 
of New Exploration 
Licensing Policy 
(NELP) with most 
global petroleum 
majors staying away 
from NELP VII. 

For months after 
Budget 2008, the fi- 
nance ministry failed 
to clear ambiguity 
around the tax bre- 
aks for exploration 
firms beginning 
2008. So, big play- 
ers such as Exxon- 
Mobil, Total, Shell 
and Chevron stayed 
away from bidding. 


The DoT has 
finally clea- 
red the air 
about allow- 
ing foreign 
players in 3G 


MARCI m s or 
GE CN 


Out of 57 blocks put 
on sale, 12 did not 
receive any bids. 
"The response was 
not to our expecta- 
tion and the finance 
ministry was warned 
of this," says a sen- 
ior official in the Pe- 
troleum and Natural 
Gas Ministry. 


THE GOVERNMENT'S 
decision to ignore the 
myopic recommen- 
dation of Trai ( Tele- 
come Regulatory 
Authority of India) to 
limit the bids for offe- 
ring 3G services only 
to domestic telecom 
players has opened 
up the market. (3G is 
a radio communica- 
tions technology that 
will enhance mobile 
access to internet- 
based services.) 


e 
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BUT WHY 


AN’T ONE TANK FULL 
TAKE ME PLACES? 


ice from Delhi to Ahmedabad — 915 kms(app.) 





2 
E 
The vagaries of a 
coalition government 
and the Rs 71,600- 


crore bill on farm 
loan waivers proved 
too critical for the 
government to take a 
call on extending the 
tax breaks for explo- 
ration. 

M. Rajendran 


TELECOMMUNICATIONS 


Opening Up 


THE WORLD'S LARGEST COMPANIES 
Exxon Mobil 

PetroChina 

General Electric 
Gazprom 

China Mobile 


Indl & Coml 
Bank of China 


Microsoft 
AT&T 


WON A ul uN = 


Royal Dutch Shell 
10 Procter & Gamble 


Figures are market value as on 31 March 2008 in $billion 
Source: Financial Times Global 500 


will put to test the 
attractiveness of the 
Indian telecom 
market in the eyes of 
foreign telcos. 

The government is 


It is now clear that 
foreign players with 
experience of 3G 
rollouts will also be 
permitted to bid. And 
domestic telcos, 
which were lobbying 
to get 3G on a platter, 
will now have to 
compete to get the 


SMS LOGAN to 57575 for a test drive. 





licence. This will 
ensure that the 
government, despe- 
rate to raise 
resources, will get 
the best price for 
each licence. Also, 
after the disappoin- 
ting show in NELP 
VII, the 3G bidding 


yet to announce the 
date for 3G rollout. 
“3G is not someone's 
birthday that it has to 
have an exact date.” 
says Department of 
Telecommunications 
Secretary Siddharth 
Behuria. 

M. Rajendran 
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The answer is here 


Flanchetto The week's strategic moves and the movers who made ther: 








Posco heefs up 


three largest share- 
holders of Macarthur, 
along with Arcelor- 
Mittal and Citic 
Resources Holdings. 


Mittal's steely move 
Steel tycoon Laxmi 
N. Mittal has joined 
the board of directors 
of Goldman Sachs 
Group. Mittal joins as 


and invested $50 mi- 
llion in Sterling & 
Wilson last month. 


A Spanish foray 
ZIM Ports, a fully 


Going global an independent dire- ^ owned subsidiary of £ 
Bangalore-based ctor on its audit, Israel-based ZIM = 
OnMobile Global, compensation and Integrated Shipping  & 
which provides value ^ corporate governance Services, and Dubai = 
added services for and nominating Ports World (DP = 
mobile and landline committees. World) have acquired 


phones, and data 


Goldman Sachs has 


Contarsa, an operator 





Ambani joins 


its supply chain solutions for mobile, recently intensified atthe Spanish portof the Bachchans 
South Korea’s steel landline and media its interaction with Tarragona. Reliance ADAG Cha- 
maker Posco has pic- service providers, has investments in India; Tarragona has irman Anil Ambani 
ked up a 10 per cent acquired speech it bought a minority strong expansion has signed a Rs 1,500 
stake in Australian recognition company stake in Mahindra & X potential and sup- crore joint venture 
miner Macarthur Telisma SA, a spin-off Mahindra this year, porting adjacent with the Bachchan 
Coal for $404 mill- company of France logistic centres, as family — Amitabh 
ion. This is Posco's Telecom’s Research well as excellent road Bachchan, Abhishek 
11th investment over- and Development and rail connectivity Bachchan, Jaya Bach- 


seas and the deal will 
help the company — 


Laboratory, for 
$17.38 million. 





to Barcelona, Valen- 
cia, Madrid and the 


chan and Aishwarya 
Rai — to form a new 


an existing customer OnMobile acquired Spanish hinterland. production company. 
of Macarthur — Telisma to get the As per the agree- The announcement 
secure coal supplies. speech recognition ment, ZIM Ports will | comes a month after 
With this, Posco — technology, said z take 40 per cent in Reliance Big, the 

led by its CEO Arvind Rao, co- i the Spanish company, entertainment wing 
Lee Ku-Taek — founder and CEO of x while DP World will of Reliance ADAG, 


becomes one of the 
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take the rest. 


Top Asian markets 
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announced that it 


3 " peas ti E 


1,000 1,200 1,400 








































Idea Cellular India TM International Bhd Malaysia 1,708.66 

InterGen Netherlands GMR Infrastructure India 1,107.07 : 

Spice Communications India Idea Cellular ` India 887.00 Singapore 

Reid & Taylor (India) ^ India ^  Indivest Singapore 210.03 mem 

Lagshya Media India EM Warburg Pincus & Co.Inc. US | 434 J ae Malaysia 

| Sterling & Wilson ‘India Goldman Sachs Group Inc. | US EEK 

LG Balakrishnan & India Renold . UK Indonesia 

Bros-Chain | | 13.85 No. of deals 
ted Commun & T | E verius | India | Pi pin is lll Dea value 
Unifi Kinston LLC- US Reliance Industries USA Inc. | US XS 
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Torrent Pharmaceuticals India 2 


‘Torrent ——— linda. | — "if Deal vale in Sl 
Figures for 15-28 June 2008 ; ZNE — 
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had signed deals with 
Hollywood stars such 
as Nicolas Cage, Jim 
Carrey, George Cloo- 
ney, Tom Hanks and 
Brad Pitt, and film- 
makers Chris Colum- 
bus and Jay Roach to 
make films genera- 
ting revenue of up to 
$1 billion. | 


Gopi's new heights 
Bangalore-based De- 
ccan Aviation has la- 
unched India's first 
helicopter limo ser- 
vice, Deccan Skylimo, 
in Bangalore. Initia- 





a e a E 
india financial 





Lazard 


lly, the service will 
ferry passengers from 
the city to the airport 
and back. Captain 
G.R. Gopinath, ma- 
naging director of 
Deccan Aviation, said 
that similar services 
would be launched in 
Hyderabad and Mu- 
mbai soon. The ser- 
vice will cost between 
Rs 4,800 and Rs 
5,800 per passenger. 


Minda’s mindful 
European deal 
Noida-based auto 
component manufac- 
turer Ashok Minda 
group has acquired 
Germany’s Schenk 
Plastic Solutions. 
This will help Minda 
strengthen its posi- 
tion in Europe. Thro- 
ugh this partnership, 
Minda will also be 
able to tap into 
Daimler, Schenk’s 
major customer. 


SS 


advisory rankings 






Lehman Brothers 


- No. of deals 
BB Deal value 


SANJIT KUNDU 
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Birla's comeback 
Kumar Mangalam 
Birla-owned Aditya 
Birla group has 
reportedly picked up 
a 66.32 per cent stake 
in Apollo Sindhoori 
Capital Investments 
(ASCIL) from the 
Reddy family, promo- 
ters of Apollo Hospi- 
tals. This will mark 
Birla groups re-entry 
into the broking busi- 
ness, which it exited 
in 2003. US-based 
JP Morgan and Anil 
Ambani' Reliance 
Capital were also in 









the race to acquire 
ASCIL. 


Safexpress targets 
Rs1,000 crore 

New Delhi-based 
Logistics company 
Safexpress is plann- 
ing to double reven- 
ues to Rs 1,000 crore 
by 2010. 

For this, Safexpress 
will invest Rs 300 
crore over the next 
two years to develop 
its infrastructure 
base, including 6 
million sq. ft of ware- 
housing facilities. 


Subhiksha’s 
sumptuous deal 
Chennai-based retail 
chain Subhiksha has 
acquired a majority 
stake in Blue Green 
Investments, a real 
estate company based 
in Chennai. Subhi- 
ksha plans to merge 
the two companies 
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SUBHABRATA DAS 


ACQUIRER DEAL SIZE 








and the combined 
entity — to be known 
as Subhiksha Ltd — 
will be listed in the 
Bombay Stock 
Exchange and the 
National Stock 
Exchange. 

The ‘reverse mer- 
ger will help the 
unlisted Subhiksha to 
get listed without 
going through the 
normal route. *This 
transaction will en- 
sure that Subhiksha 
has access to capital," 
said R. Subramanian, 
founder of Subhiksha. 










| NATION (SM) 
= Indosat — Indonesia tel Qatar 1,964.69 
-idea Cellular India TM International Bhd Malaysia 1,708.66 
- — Shanghai Automotive China Shanghai Bashi China 1,283.68 
-— Ind-Asts Industrial Group | 
- — InterGen - Netherlands GMR Infrastructure India 1,107.07 
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: —— Norske Skog Korea Co. South Korea Investor Group Hong Kong 833.12 
Ber o Italy Investor Group China 783.45 
.—— Industrial Bank of Taiwan Taiwan China Bills Finance Corp. Taiwan 693.44 
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— COL Hotels (Korea) South Korea Kangho AMC Co. South Korea 453.61 
-Figures for 15-28 June 2008 
_ Figures are based on ultimate parentage, meaning that an M&A deal carried out by a unit abroad will still be 
Counted as that of the home country, provided the overseas unit is majority owned by the parent. Deal value 
is the total value of the consideration paid by the acquirer, excluding fees and expenses but including 
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Quick Take 





Is the nuclear deal worth the 
uncertainty of an early election? 


We talked to. ae Sushil Kumar, chairman, Centre for Food & Agri Business, IIM-Lucknow, Vivek Jindal, executive 
director, NK Minda Group, Santosh Mangal, managing director, Institute of Computer and Finance executives (ICFe), Bharat 
Karnad, research professor (national security), Center for Policy Research, Mohan Guruswamy, economist, Center for Policy 
Alternatives, V. Raghuraman, senior adviser (energy), CII, Indranil Pan, chief economist, Kotak Mahindra Bank, D.K. Joshi, director 
and principal economist, CRISIL, K.T. C hacko, director, IIFT, Amitav Malik, technology and strategic affairs consultant 





i , Z a "d . 
°> Given our energy needs, I 66 The nuclear deal is a way to 2% In going ahead with the deal, 
think getting this deal is more enforce the government's decision the only thing at stake is the gov- 
important than early elections ^. $ in the larger interests of India 99 ernment, not the economy 99 
Sushil Kumar, Chairman, Centre for Vivek Jindal, Executive Director, Santosh Mangal, Managing 
Food & Agri Business, IIM-Lucknow NK Minda Group Director, ICFe 


YES BECAUSE: The long-term benefits from the nuclear deal will outweigh any short-term 
problems of an early election. A successful nuclear deal will address India's long-term power require- 
ments. Without power, sustaining the present socio-economic growth rate will be difficult. While nuclear 
power will not address all of India's energy demand, it will give us options at a time when the country 
needs it most. These options are particularly important as we need to be weaned off coal-based power. 
These are also highly polluting, given the high ash content of India's coal. Finally, building nuclear 
power plants is in itself an economic stimulus. A single nuclear power plant costs millions of dollars, and 
requires the coordination of several agencies. It will also create thousands of high-skilled jobs. 


NO BECAUSE: For any nation, national security and strategic independence must supersede 
economic growth. In that respect, pushing the Indo-US nuclear deal will not only cause temporary 
problems through an early election, but also permanently undermine India's sovereignty. For one, the 
civil nuclear programme will have to open up to international policing. Also, fuel supplies will only be 
guaranteed if India does not test nuclear weapons. Without nuclear tests, India won't be able to 
maintain a credible nuclear deterrent to balance China. This will seriously undermine national security. 
Also, merely having the right to buy advanced reactor technologies does not guarantee that India's 
energy deficit will be addressed. 





| : MAYBE BECAUSE: As far as the nuclear deal is concerned, there is no doubt that India 


needs more power. However, nuclear energy cannot be the only answer to India’s energy requirements. 
Instead of focusing only on the Indo-US nuclear deal, which talks about Uranium reactors, the 
government should look at thorium reactors since India has the world’s largest thorium reserves. 
Thorium-based nuclear power needs much research but breakthroughs will, no doubt, be beneficial. 

On the political front, uncertainty has existed ever since the UPA came to power. This is largely 
because the Congress and the Left have never seen eye to eye on any economic policy. An early election 
may in fact end the uncertainty sooner, rather than later. 
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Innovation from Boséhb? 


Yes. 


14 patents a day for.our future 
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strength, resulting in beneficial solutions for the future. Over 29000 
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3.5 billion euros on R&D to innovate new technologies. 
www.boschindia.com 


For information brochure, please write to Corporate Communication, 
Bosch Limited, Hosur Road, Adugodi, Bangalore - 560 030, India 
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Green Cars 


d All That 


by ashok v. desai 


LESTER BROWN, THE ECOLOGIST, WAS IN DELHI. I 
had read some of his writings on oil (when it 
was the cause of another crisis thirty years 
ago); but I did not know Brown's back- 
ground. He is the son of a tomato farmer 
from south New Jersey. His father, who had 
barely completed five years of schooling, was 
a sharecropper; then, in World War II, he 
made some money and bought a small farm. 
When he died, his two sons inherited the 
farm. At that time, Brown thought he was 
going to spend his life as a tomato farmer. 
But then he wanted to learn about agricul- 
ture. So he went to Rutgers, and after gradu- 
ating, joined the US Department of Agricul- 
ture. The day before Richard Nixon became 
President, Brown left government. Soon 
thereafter he started WorldWatch Institute, 
which to this day brings out the annual State 
of the World, and later, Earth Policy Insti- 
tute, which Brown presides over. 

Lester Brown thinks that we are close to 
the oil peaking point — the point beyond 
which world oil production must begin to 
decline. He had a look at the world's 20 
largest oilfields. All were discovered between 
1914 and 1979, none in the last 29 years. That 
suggests to him that there is not much more 
oil left to find. Russia was the last major source to come on 
the world market; Russian output probably peaked in the 
last quarter of 2007. There is, of course, oil from Canadian 
shale and such remote places, but it will be expensive to ex- 
ploit. So its cost must go up; and the recent rise in its price is 
unlikely to be reversed. Brown mentioned the International 
Energy Agency's projection of oil consumption in 2030 of 
120 million barrels a day, up from 85 mbd today. This is a de- 
mand projection; the Agency is quite unmindful of the sup- 
ply side. It follows the lead ofthe oil industry, which does not 
want the world to be fully informed of the prospects, because 
if it were, it would hurry to develop substitutes for oil, which 
would bring down its price. 

As that view implies, Brown is not an oil pessimist: he 
does not think that the end of oil will be the end of the world 
as we know it. The US, at any rate, will convert itself from an 
oil-based economy to one based on renewable electricity. 





An average 
Indian eats 
less grain in 
a year than 
the corn that 
would be 
required to 
make a tank- 
ful of ethanol 


Wind farms are common in Northern 
Europe. Texas is developing 23 gigawatts of 
wind electricity. Wave energy too may 
come eventually. 

What about the American craze for cars? 
They will use much less oil. Five companies 
are working on plug-in hybrid cars, which 
would run on oil, electricity or both. Toyota 
and GM have promised to bring hybrid cars 
to the market by 2010. Brown thinks they 
will win the race: “Toyota will try to do a 
plug-in version of the Prius. GM's Volt is a 
different kind of hybrid; it has got lithium 
ion batteries that are more advanced than 
the Prius's nickel metal hydrides ... It gener- 
ates electricity when the batteries drop be- 
low a certain point. GM expects the Volt ... to 
get about 151 miles per gallon. The US fleet 
average is maybe 22 miles per gallon we Lhe 
Toyota hybrid is a remarkable piece of engi- 
neering where the motor and engine power 
the car at the same time ... The software that 
manages all that is also fairly complex... 
When Ford tried to get to market with a 
small SUV hybrid, they couldn't get the soft- 
ware right. So they licensed Toyota's soft- 
ware for the Prius.’ 

Brown does not think ethanol has a 
chance. It is too land-intensive. “The grain 
required to fill a 25-gallon SUV tank with 
ethanol could feed one person for a year. Ina 
bushel of corn, there are about 2.5 gallons of 
ethanol. So, 25 gallons of ethanol would be 
10 bushels which is about 600 pounds of 
grain. The average Indian consumes less 
than 1 pound of grain a day, so this tank full 
could feed one-and-a-half Indians a year. At 
the global level, where grain consumption is 
around 300 kg a year, this would feed one person a year. 

Even though ethanol will not take away land, Brown is 
more concerned about foodgrains, for they are creating a 
race between countries to get hold of land. Libya has signed 
an oil-for-grain deal with Ukraine, and Egypt is about to 
sign a gas-for-grain deal with it. Koreans are looking for 
land in Sudan and Siberia; Chinese are looking all around. 
"This will work for the more affluent countries, but will leave 
out many poor countries which will have to import grain and 
won't be able to find it. Then we're going to have a lot of des- 
perate people. Desperate people do a lot of desperate things. 
They loot, they overthrow their governments, they migrate 
to more food-secure countries" Which country on our sub- 
continent will raid which other? I wonder. 
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Sun's move 
is unlikely 
to find 
favour with 
Taro share- 
holders 


WEIGHING OPTIONS: 
Sun Pharma is banking 
on Taro promoters' 
contractual obligation to 
sell stock at $7.75 





Offer 


by Noemie Bisserbe 





SUN PHARMACEUTICAL INDUSTRIES' NEW ATTEMPT 
to tighten its grip on Israel's Taro Pharmaceuti- 
cal Industries is slated to meet some resistance 
again. The Mumbai-based drug maker has offe- 
red to buy its stock at $7.75 per share, repre- 
senting a 22 per cent discount to Taros current 
price of $9.45 on the Pink Sheets electronic 
quotation system. 

Despite the lower offer price, Sun is banking 
on Taro promoters' contractual obligation of 
May 2007 (when the latter's future looked a lot 
less promising) to sell their stake at $7.75. But it 
remains to be seen whether Taro's promoters 
will honour this commitment now. 

*In order to exercise this option, Sun needed 
to make an open offer at $7.75 to all sharehold- 
ers,” says Sarabjit Kour Nangra, vice-president 
for research at Angel Broking, a Mumbai-based 
brokerage house. But chances are that minority 
shareholders, too, will turn down Sun's offer, 
especially when Sun agreed last February to 
purchase Brandes Investment Partners 9.4 per 
cent stake in Taro for $10.25 per share. 

Sun's next option is to exercise the warrants 
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— convertible at $6 — it holds in the Israeli 
company. While Sun already exercised 3 million 
of these warrants last July, it can still convert 
the remaining 3.8 million warrants it holds. But 
this would increase its stake to just 41-42 per 
cent from the current 36 per cent — well short 
of the majority control it wants. 

That leaves Sun in a limbo. Last May, Tro 
filed an action with the Tel-Aviv District Courrt. 
According to people in the knowledge of thie 
development, Taro is seeking a declaratory rul- 
ing that would force Sun to make a special ten- 
der offer to Taro's shareholders — as against the, 


current offer. This means that in order for Sun | 


to purchase Taro promoters' 12 per cent stake, 
the transaction would need to be approved by a 
majority vote of all shareholders, which could 
prove difficult for Sun to obtain. "The tender 
offer is not conditioned on the availability of fin- 
ancing or the approval of the board of directors 
of Taro.” Sun Pharma said in a communiqué. 

Meanwhile, Taro has said it will have no 
formal comment on Sun's *unsolicited tender 
offer" until Taro's board of directors has an 
opportunity to review and evaluate the full 
details of the offer. The board will announce its 
position with respect to the offer on or before 14 
July. “Taro is asking its shareholders to defer 
making a decision as to whether to accept or 
reject the Sun offer until they have been advised 
of the board's position with respect to the offer,’ 
the company said in a statement. Sun's spokes- 
person told BW that the company had still not 
received any response from Taro. 

Last month, Taro had filed an action against 
Sun in an Israel court, accusing the latter of 
thwarting attempts to sell off Taro's Irish 
subsidiary to a group of investors. 

Hypothetically, in the best case scenario, the 
uncertainty could still be cleared. In May 2007, 
Taro's promoters had signed, along with the 
merger agreement, an option letter agreement 
in which they agreed to sell their stake to Sun at 
$7.75, even if the merger agreement was defea- 
ted. So, if Taro respects its contractual obliga- 
tion, Sun could raise its stake in the Israeli com- 
pany to 48 per cent. Its voting control would 
also go up to 65 per cent, since Taros promoters 
hold all of the company's founder shares that 
carry special voting rights. 

Then, once the tender offer expires on 28 
July, Sun could make a higher offer to remain- 
ing shareholders to gain total control of Taro. 

But, in the worst-case scenario, if Taro pro- 
moters go back on their word, chances are that 
Sun may have to pay a higher price to the mi- 
nority shareholders, as well as Taro s promoters. 
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politics 


Small Car, 
Big Problem 


Bad politics 
could make 
the world's 
cheapest 
car cost 
more 


VENTING THEIR IRE: 
The villagers allege 
they were not given 
a chance to choose 

their livelihood 


by BW Bureau 


THIS IS ONE CLASSIC EXAMPLE OF INSENSITIVE 
land acquisition practices by the government 
and political opportunism by the opposition 
parties affecting a development project. Stiff 
opposition by the villagers of Singur in West 
Bengal — the villagers’ land was acquired by the 
state government for Tatas’ Rs 1-lakh car Nano 
plant — could make the world’s cheapest car 
end up costing more. 

The protesters — led by Mamata Banerjee, 
leader of the state’s opposition party Trinamool 
Congress — allege that they were not given a 
choice as the government forcibly acquired 
their land. The latest flashpoint was when Tata 
Motors Managing Director Ravi Kant visited 
Singur on 27 June. Trinamool Congress work- 
ers blocked roads around the factory. 

While the ruling party, CPI(M), showcases 
the Nano project as an achievement of its new 
industrial policy, Banerjee’s contention is that 
the factory is built on 400 acres of land seized 
by the state government from farmers and 
handed to Tata Motors for a song. She insists 
Tatas should give back the land to the farmers 
who did not give consent to sell their land. 


Banerjee — whose party won 
the recent Singur panchayat ele- 
ctions — says she will intensify 
her onslaught on the project. 
“Wherever we have our gram pa- 
nchayats and zilla parishads, we 
will not allow Tatas to take even 
a single electric line from there 
— unless they return the land to 
the unwilling farmers,’ she says. 
“If Tatas think by not returning 
the land to the unwilling far- 
mers, they will earn crores from 
the plant built over our dead 
bodies, we won't allow that.” 

The factory land was acquired 
by the West Bengal government 
at a premium price and given to 
Tata Motors at a discount to 
attract the company to the state. 
Other states, including Gujarat 
and Bihar, had also made similar 
offers but Tatas chose West Bengal, which has 
no automobile industry. 

Sandwiched between the pole positions of the 
CPI(M) and Trinamool Congress are two 
dreams — Ratan Tata’s dream of building the 
world’s cheapest car and the common man’s 
dream of owning a car. Although Tata Motors 
has not admitted publicly, Banerjee's agitation 
is certain to raise the cost of the Nano. That 
might be the whole point of Banerjee’s other- 
wise bewildering hostility towards a project 
other states were vying for. Tata Group Chair- 
man Ratan Tata himself has accused competing 
car and two-wheeler companies of bankrolling 
Banerjee to derail the Nano. His joke at the 
Nano launch during the Auto Expo in New 
Delhi in January that the car could have been 
named “Despite Mamata” has further riled the 
mercurial Banerjee. 

Tata Motors’ Kant says the developmental 
benefits of having the Nano factory are already 
manifesting in and around Singur, and that 
Tatas are willing to engage with Banerjee. But 
she has spurned the offer, leading many to susp- 
ect the Trinamool Congress is less interested in 
sorting out any problems in Singur and more 
interested in turning it into an election issue. 

Meanwhile, the millions waiting to buy the 
Nano will have to save more for the car. The 
respect the world accorded Tatas and India with 
the launch of the path-breaking Nano is also 
fading from the fracas caused by West Bengal's 
radical politics. 

It is time politics of protests give way to 
politics of progress. 
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The new 
action plan 
on climate 
change is 
a mixed 
bag 


GOING GREEN: Solar 
energy (left) will now be 
preferred to older 
technologies such as 
thermal plants 





by Pierre Mario Fitter 


INDIAS NATIONAL ACTION PLAN ON CLIMATE 
change is finally out. Unveiled by Prime Minis- 
ter Manmohan Singh on 30 June, the plan, if 
implemented, will cut greenhouse gas emissi- 
ons and prepare India for the coming extreme 
weather events. But even those who helped 
draft the plan have doubts over its implementa- 
tion. There are still no *defined actions and time 
periods" to implement these ideas, says an 
expert, who drafted the action plan, on 
condition of anonymity. 

Among the more progressive proposals are 
mandatory efficiency benchmarks for energy- 
hungry industries such as steel, cement, chemi- 
cals and paper. Today, according to estimates in 
the plan, industries emit 31 per cent of India's 
total carbon emissions and consume 42 per 
cent of all commercially available electricity. 
While efficiency benchmarks will vary accor- 
ding to output, each company will enjoy a range 
of tax breaks and subsidies to reduce the 
financial burden of switching to more efficient 
technologies. “Indian industries already pay the 
highest price for energy,” says V. Raghuraman, 
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senior adviser for energy at the Confederation 
of Indian Industry. “So it makes business sense 
for us to be more energy efficient. It’s a win-win 
situation.” An even bigger incentive is that firms 
consuming less energy than the benchmark for 
their industry can then sell these savings to 
inefficient companies. However, no mechanism 
has been evolved for selling energy credits yet. 

The cleverest part of setting efficiency bench- 
marks is that “once we set the baseline for 
energy efficiency, we've in effect put in a 
baseline for CO2 emissions" says Shirish Sinha, 
who heads WWF's climate change and energy 
programme in India. Since much of India’s 
electricity comes from burning coal, using less 
energy will mean lower carbon emissions. In 
addition, efficiency benchmarks will also be 
tightened every 3-5 years. India’s 11th Plan 
already calls for a 20 per cent increase in 
efficiency by 2017. Indirectly, this means that 
India will continually reduce its carbon 
emissions as well. 

Next, the plan calls for a major R&D 
programme to “significantly increase” the share 
of solar power in India’s energy mix. Easily the 
cleanest form of power generation, solar power 
is unfortunately the most expensive. Setting up 
one megawatt capacity costs Rs 20 crore-25 
crore as against Rs 3 crore-5 crore for thermal 
power. “In light of our energy security 
problems, solar and its derivatives are very 
important,” says Suruchi Bhadwal, a fellow 
at The Energy and Resources Institute. 
“We need to make them commercially available 
and cheap.” 

However, what is missing in the plan is talk of 
a fossil-fuel or carbon tax such as the one Delhi's 
government has on diesel. The Rs 10 crore that 
Delhi has collected from its “Ambient Air Fund” 
since its launch this April now funds a 29.5 per 
cent subsidy on electric cars or bikes. 

Also, very little attention has been paid to 
preparing India’s health services to handle 
pandemics in the event of sudden climactic 
variations. Heat waves, floods and droughts 
create the perfect conditions for diseases such 
as malaria, typhoid and cholera to spread and 
play havoc. 

Finally, the government needs to clarify how 
these eight mission areas would translate into 
action and results. “We've got excellent plans on 
paper, but we're weak at putting things on the 
ground, says Anurag Vibhuti, a renewable 
energy consultant with Global Business 
Dimensions, a Gurgaon-based consulting 
company. Financing and implementation 
measures will be the key. 
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IT WAS A SIMPLE MATTER TO ANNOUNCE BUT 
probably too complicated to implement. Which 
was why the new rule took six years of negotia- 
tions. The Internet Corporation for Assigned 
Names and Numbers (ICANN), the California- 
based body that regulates the internet, an- 
nounced last week that it would ease the restric- 
tions on the use of domain names. This means 
that website extensions no longer need to be 
-com, .net or .org, or, any of the small approved 
list of 21 names. ICANN also removed the 
restriction that the names would have to be in 
Roman characters. 

This rule is expected to do two things. One, it 
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will allow companies or individuals to choose 
extensions that are appropriate to their busi- 
nesses. The second ruling means that website 
addresses no longer have to be in English or any 
other language with a Roman script. You could 
have a Hindi name, for example, and type your 
address using a Hindi keyboard. 

An ICANN spokesperson told BW that the 
second ruling would open up the internet sig- 
nificantly. To picture the impact of the ICANN 
ruling, imagine that the internet originated 
somewhere in Japan, and that all the English- 
speaking people had to type the Web addresses 
in Japanese language. This huge constraint is 
removed with the new ruling. Earlier this 
month, the Russian government had announ- 
ced intentions to introduce Cyrillic-based Web 
addresses in Russia. ICANN officials expect 
that in a few years, Web addresses will prolifer- 
ate in many languages. 

However, there is still work to be done at 
ICANN. The organisation’s board has to ap- 
prove the new rules, and one can apply for their 
extensions only by the second quarter of next 
year. There will be a time window when people 
can apply for an extension. However, the 
process may not necessarily be smooth. There 
can be disputes, particularly on the use of trade- 
marks, and ICANN is evolving a mechanism for 
considering and ruling on objections. 

We do not know how things will turn out in 
the end, and we can only ask questions now. 
How many new domain extensions will people 
choose? Other than .com, .net and a few other 
extensions, many extensions that are allowed 
even currently are not popular. If many new 
ones become popular, will they cause confusion 
in the minds of the people? If a Jones wants a 
Jones, will the other Joneses object? 

ICANN itself is aware of the complications, 
and it will constitute an arbitration body to 
decide on objections. 
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Bound Together 


Chinese 
Checkers 


by nayan chanda 


THE SUBPRIME STORM HAS ABATED, LEAVING 
major western financial institutions severely 
battered in its wake. But before one can 
breathe a sigh of relief, other storm clouds 
seem to be gathering on the horizon. Fore- 
closures, bad loans and bankruptcy may now 
leave hundreds of lenders short of cash. 
Combined with skyrocketing food and fuel 
prices, rising unemployment and growing 
credit card defaults could seriously deflate 
demand. The ripple effect of a recession, 
should one materialise in the coming 
months, will be felt around the world and 
will severely test the resilience of the rising 





The rock- 


gen sucked out of it. Countries depending on 
exports to the US as the engine of growth 
might hear only spluttering from the Ameri- 
can consumer. 

For now, world exports to the US have not 
slowed and the falling dollar ensures that the 
US trade deficit remains high. But the only 
happy note in an otherwise dismal situation 
has been a strong growth in US exports — an 
18.2 per cent increase over last year kept the 
GDP growth up, and slightly narrowed the 
trade deficit. Economists are counting on 
countries benefiting from the rise in com- 
modity prices to keep US exports growing, 
and the fast-growing economies of East Asia 
to keep the world economy humming. 

While the size of the US trade deficit is a 
major concern, international trade has 
helped keep consumer prices low despite the 
squeeze of rising oil and food prices. It is per- 
haps an interesting indicator of trade’s role 
that Wal-Mart, whose shelves are stacked 
with mostly Chinese-imported items, has 
posted a profit. But China’s ability to con- 


new economic powers. bottom tinue delivering the ‘everyday low prices that 

The aftermath of the subprime mortgage —Q uem Wal-Mart boasts of is increasingly doubtful, 
fiasco has brought new evidence ofthe world Ghina price as fuel price growth is pushing up the costs of 
economy’s close integration. For all the bad ma ll shipping goods to the US. This also threat- 
press globalisation gets, the same financial y we ens China's low-cost advantage: as most of 
linkages that helped spread the contagion become a its high-value exports are technology prod- 
have proved the saviour ofbatered ves’ thing ofthe ee comen in dc 
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and Citigroup were crippled by their sub- 
prime losses, it was Saudi, Chinese, Japan- 
ese, Korean and Singapore investment funds 
that stepped in with $40 billion to help shore 
them up. 

If the IMF’s estimate that US banks could post losses of 
$300 billion-400 billion on real estate loans proves correct, 
the American banking system, itself worth only about $1.2 
trillion, would require significant recapitalisation. The sov- 
ereign wealth funds that came to the rescue earlier this year 
may be called upon yet again to step in. But regional banks 
facing the crushing ripple effect can expect no such cavalry 
of capital to the rescue. 

The falling real estate prices generated by subprime mort- 
gage defaults have spread to the housing market, often driv- 
ing property to negative equity. The result has been growing 
defaults on mortgage and home-equity loans for automo- 
biles and small businesses. If house prices fell by 20-30 per 
cent from their peak, as economist Nouriel Roubini esti- 
mates, it would wipe out between $4 trillion and $6 trillion 
in household wealth. Smaller banks and businesses would 
be devastated, and consumer spending would have the oxy- 


will affect 
US as well 


to produce their export goods. The recent 
decision by Beijing to cap subsidies on oil 
and gas, and substantially raise diesel and oil 
prices also brings the country into closer 
alignment with the global market, and will 
further push up export prices. In order to retain market 
share, China may accept lower margins and still remain 
competitive, but the much-feared, rock-bottom ‘China price 
may become a thing of the past. 

There are also doubts about whether China can maintain 
its growth tempo by focusing on capital construction and 
domestic consumption should the US slide into a recession. 
It is thanks essentially to the voracious appetite of China's 
export engine for raw materials that commodity producing 
countries in Asia, Africa and Latin America have continued 
to grow at a rapid clip. But if it is hit by the double whammy 
of skyrocketing energy prices and a slowing US economy, 
will China be able to sustain its rate of growth? 





The author is director of publications at the Yale Center for 
the Study of Globalisation and Editor of YaleGlobal Online. 
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SATHEESH NAIR 


PRINCIPAL 


Banking (KM Bank) 
Asset size: Rs 28,1 
crore 


insurance (KMOML) 
APE Market share (P 
*5.69/o 


Lending (KMP) 
Loan book: Rs 5,905 
crore 


MOML: Kotak Mahindra Old Mutual K 
KMAM: Kotak Mahindra Asset Management 


MP: Kotak Mahindra Prime 
‘S|: Kotak Securities 


AGENCY 


Broking (KSL) 
Daily trading volume: 
,300 crore 


stment banking (KMCC) 
anked Ist in M&A 
Ranked Ist in domestic IPO 


international (UK, KMI) 
AUMs: $2.1 billion 
(Rs 9,030 crore) 


KM Bank) 


KIL: Kotak Investments KMI: 
: Kotak (UK). 


HAT’S IN A NAME? THAT 
which we call a rose/By any 
other name will smell as 
sweet,” said Juliet Capulet 
to her lover, Romeo Mon- 
tague, in William Shake- 
speare’s immortal Romeo 
and Juliet. And Romeo, blinded by passion, 
gives up on his family name and opts to be bap- 
tised anew by Juliet's love. 

If a modern day Juliet had said that to Uday 
Kotak, the self-effacing executive vice-chair- 
man and managing director of Kotak Mahindra 
Bank (KMB), he would have most certainly 
dumped her. For Kotak firmly believes theres a 
lot to a name. *I don't care if a Kotak does not 





Treasury & Proprietary 


ues: Rs 9,142 cror 


cation (KMCC) 
evenues: Rs 257 crore 


‘Primary dealership (KMB) 


Kotak Mahindra International KMCC: Kotak Mahindra Capital Company 
APE: annual premium earned 


ASSET MANAGEMENT 
Domestic and Offshore 


. Rs 16,130 crore 


Committed size: $1.2 billion 
(Rs 5,160 crore) 





Source: Company 


succeed me” he says. “But the name of the firm 
will live on.” 

He wants his firm's name to be in the com- 
pany of the marquee investment banks: the JF 
Morgans and Goldman Sachs, big family name: 
on Wall Street that fired the imagination of cot 
ton trader Suresh Kotak's son many years ago 
Most domestic investment banks of the 1990 
and early 2000s partnered with global invest 
ment banks: DSP Financial and JM Financia 
(which became DSP Merrill Lynch and J.M 
Morgan Stanley), to name two. Many gave u 
the primacy oftheir firms names to their glob: 
partners, but Kotak chose to break off his par! 
nership with Goldman Sachs so that he coul 
retain his independence — and his name. 
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F'eW have been able 
to emulate 

| Kotak Mahindra 

| Bank; 1tS business 
model could be 
the reason 


KMB is a full-services financial services plat- 
form: a holding company with several sub- 
sidiaries straddling businesses that range from 
the mundane (car finance) to the sexy (invest- 
ment banking). It has made Kotak (who holds a 
49 per cent stake) wealthy enough to take a bow 
on Forbes magazine's global roster of the super 

rich. Of course, he is likely to say that this is in- 

|. .eidental; maybe he now dreams of the day when 

_ Firm Kotak finds its place in the ‘International 

_.. Premier League’ of banks. 

_ Wishful thinking? A Boston Consulting Gro- 
up (BCG) report points out that over the past 
two decades, there has been a huge churn in the 
top 10 list of banks ranked in terms of market 
capitalisation. The Japanese dominated during 
1990-1998. Then it was the turn of the Ameri- 
cans (1998-2001). Since 2007, the Chinese have 
come to the party along with the Italians. So, 
will India’s turn be next? 

Kotak believes it could. “All the benefits that 

US banks had between the 1970s and 2000 are 

available to Indian financial institutions,” says 

.. Kotak (see interview on page 36). “A small 

. country like Spain has produced a bank that is 

_ among the top 10 in the world in terms of mar- 

. ket capitalisation, Banco Santander Central 

Hispono ($110 billion), whose market cap is 

now more than Citigroup's ($90 billion). 

spain’s GDP is comparable to India’s.” 

A large market capitalisation can also arm an 

















ng Pre 


Indian bank with the kind of currency required 
to finance a global footprint, be it a greenfield 
rollout or by acquisition. Of course, the cost of 
doing so will not only entail comparing the re- 
turns being generated in India, but also hinge 
on regulatory reciprocity. 

Banking regulators in the US, Europe, the 
Middle-East and Singapore are exceptionally 
tight-fisted when it comes to reciprocity of 
freedoms, unlike the Reserve Bank of India 
(RBI), which granted more branches than the 
12 stipulated under the WTO Agreement. 
These are variables over which Kotak has little 
influence, but it means that banks like his will 
have a huge upside when the equation becomes 
more balanced. 


A Sum Of Parts 

What sets KMB apart from other banks of its ilk 
is the business model (see chart ‘Uday Kotak's 
Bank). As the financial services industry con- 
tinues to evolve and markets mature — includ- 
ing corporate bond markets and those for other 
financial instruments — there will be a conver- 
gence among investment banking, commercial 
banking and other non-bank financial services. 
The centre of gravity will shift away from com- 
mercial banking, which currently dominates 
Indian financial markets. 

"We will see a shift from a stock-based busi- 
ness model — holding assets on balance sheets 
as principal — to flow-based business opera- 
tions or principal flows, like syndication and 
participation,” says Shriram Iyer, head of re- 
search at Edelweiss Capital, a Mumbai-based 
financial services firm. Banks typically follow 
the stock-based model. But with its presence in 
the adjacent markets of investment banking 
and securities, KMB is well positioned to also 
originate, syndicate and distribute loans and 
other credits (assets that would otherwise sim- 
ply reside on its balance sheet) when the differ- 
ent parts of capital markets converge. 

“Is KMB a bank or bank plus? The answer is 
bank plus,” says Dipak Gupta, executive direc- 
tor at KMB. “In our case, the bank came in last, 
in 2003. All the other businesses were well in 
place by then and matured.” For him, the capital 
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EXECUTIVE SUMMARY | 


* The securities and in- 
vestment banking busi- 
nesses are the domi- 
nant revenue earners 





* The commercial bank- 
ing platform is stilla 
work in progress 


€ The centre of gravity 
will shift from agency to 
annuity businesses 


eodd banking 





THE KOTAK STORY SO FAR ... 
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Kotak Mahindra — KMFL enters Auto finance Investment bank- Enters Brokerage and distribution Auto finance is hived off as 
Finance Ltd lease and hire division is ing gets off; takes into gets bundled into a we a Kotak Mahindra Prime. KM 
(KMFL) starts off purchase launched over FICOM, a syndica- company, Kotak Securities; takes a significant stake in 
with bill business large financial tion Investment banking into Ford Credit Kotak Mahindra, 
discounting retail network Kotak Mahindra Capital for financing Ford vehicles 






Goldman 


oachs 





Buys the 25 per 
cent stake held by 
Goldman Sachs in 
Kotak Mahindra 
Capital Company 
and Kotak 
Securities 


REVENUE 


3% 





Investment banking 


Source: Company, Edelweiss Capital 
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Kotak Group Launches KMFL converts Kotak Mahindra ties up Gets into mutual 
realigns joint venture in india Growth into a with Old Mutual for life fund with launch of 
Ford Credit: buys Kotak Fund, a commercial insurance. Kotak Kotak Mahindra 
Mahindra Prime and sells private bank Securities launches Asset Management 
Ford Credit Kotak equity fund on-line broking; sets up Company 


Mahindra; Launches a real 
estate fund 


market is KMB's backyard. In hindsight, Kot- 
ak’s move from securities broking and invest- 
ment banking to becoming a bank makes emin- 
ent sense, compared to others such as Yes Bank 
and HFDC Bank, which started with the bank 
and added the investment banking and securi- 
ties businesses. That puts KMB in a position of 
some advantage: while its securities and invest- 
ment banking businesses generate large amo- 
unts of cash, its annuity business — commercial 
banking, insurance and asset management — 
will create incremental value for stockholders. 

But size matters. ICICI Bank has the brag- 
ging rights to being much bigger than KMB, 
and may have a similar profile, but it loses out to 
KMB on the capital markets and investment 
banking plank. “The closest that anybody 
comes to us locally in offering a whole bouquet 
is Citigroup,’ says Shanti Ekambaram, group 
head of wholesale banking at KMB. Size is not 
everything, she adds; what matters is to align 
the resources to deliver value-added financial 
advisory solutions to the clients. Which brings 
up the question: will the sum of its parts be 
larger than the whole? 


More Than Just A Bank 

The company’s market capitalisation has taken 
a beating recently; from a high of $12 billion 
(Rs 48,069 crore) on 2 January 2008, it has 
fallen to $3.9 billion (Rs 15,919 crore) on 30 
June 2008. This ‘correction’ in the stockmarket 
may have some impact on the securities busi- 
ness, but perhaps not enough to derail the 
bank's growth. Kotak Securities is the largest 
contributor to KMB’s consolidated net profit of 
Rs 991 crore, accounting for nearly 42 per cent 
(Rs 408 crore) for FYO8. Commercial banking 
comes in second at nearly 30 per cent (Rs 293 
crore). Kotak Mahindra Capital Company (K- 
MCC) and Kotak Mahindra Prime, the car fina- 
nce arm, chip in with 12 per cent (Rs 115 crore) 
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Kotak Mahindra Venture 
Capital Fund 


and 10 per cent (Rs 100 crore), respectively. 

KMB has also been adding reach. It opened 
its 150th branch in January 2008, and now has 
a network of 178 full-fledged branches spread 
across 109 cities; plans for another 100 are on 
stream. “When we started off as a bank, our 
branches were largely in the bigger cities,” says 
K.V.S. Manian, group head of retail liabilities 
and branch banking at KMB. “But even then, it 
was not that we were starting out from zero; we 
had the distribution network from our days as a 
non-bank finance company.” The branch net- 
work is critical to distribution and stable low 
cost deposits. 





PHOTOGRAPHS: SUBHABRATA DAS & SATHEESH NAIR 


Ninety per cent of the bank's outstanding 
loans are to the self-employed, mom-and-pop 
outfits, and small and medium firms. "We are 
a neem-hakim bank," says Gupta. “If you go 
after the likes of an Infosys, you get hit on rates.” 


And banking is not just about issuing letters of 


credit or giving out loans. What the bank does is 
to act as a huge force multiplier — more so as it 
puts on bulk — to its well entrenched 
financial arms. 

The banking platform in firm Kotak is really 
a work in progress. As Goldman Sachs's Global 
Investment Research points out in a report, the 
business model of focusing only on consumer 
and small- and-medium enterprise segments is 
possible to implement when the balance sheet 
size is small. But as the balance sheet size ex- 
pands, KMB may have to explore other seg- 
ments of lending to sustain growth momentum. 


But for Kotak, there's more at play here than 
just banking. The idea is to put what you have to 
best use. KMCC, for instance, does not have an 
international partner. It often seems a handicap 
at a time when India Inc. is shopping abroad. 
But look closely, and the reality is that no Indian 
bank played a significant role in any of these 
transactions. And that perhaps explains why 
Falguni Nayar, managing director at KMCC, is 
not particularly bothered when one asks if the 


split up with Goldman Sachs was a mistake. 

"They wanted control in the joint venture and 
so we parted ways,” she says matter-of-factly. 
^What we have now is an informal alliance with 
partners." This has helped Kotak Mahindra 
Capital service multinational clients such as 
Sony, Citigroup, Lafarge, Monsanto, Warburg 
Pincus, British Telecom and Henkel, among 
others. True, the bank faces competition from 
new entrants such as Indiabulls and Edelweiss 
Capital, as well as from foreign banks with 
global platforms and stronger global networks. 
But, “the trend world over is that smaller play- 
ers are in favour”, says Nayar. “Some of these 
huge foreign banks may not have the inclina- 
tion to invest a huge amount oftime and expert- 
ise for a client. We do get sounded out when a 
global client wants to do business in India.” And 
KMB' three international arms — Kotak 
Mahindra (UK), Kotak Mahindra Inc. (US) and 
Kotak Mahindra International (Mauritius) — 
guide investors into India. 

Somehow, Kotak and his team seem to have 
got their instincts right about this. "What I 
greatly admire about Uday is the depth of his 
insights," says Anand Mahindra, vice-chairman 
of Mumbai-based auto maker Mahindra & 


Mahindra, who own a tad over 3 per cent of 


KMB. *He is not superficial. Even when people 
were raving about the economy, he was 
grounded and could see the possible pitfalls. 


(L-R) Shanti 
Ekambaram, Dipak 
Gupta, C. Jayaram, 
Falguni Nayar and 
Jaimin Bhatt 





















What Their Accounts Look Like 


Year ending March FYOB 2r FYOSE 


| Net interest income : 6226 — 958.8 1597] 
| Eg. brokerage and income | B ( 4m) ss o 
| Total income RU | 16604 23006 38996 | 
“Tot operating expenditure x a 

~ o ov o 
| Net Profit D. 3786 | | 5817 1,044.6 


*includes financial advisory and transaction seraices, investment management fees, portfolio | 


advisory fees and income from investments; Figures in Rs crore Source: Company 


He is like Superman with X-ray vision." 

Capital markets capabilities have added 
another adjacent, yet nascent market, one in 
which his firm will be competing with familiar 
players, domestic and foreign, for pieces of the 
action: wealth management. “The bank's capi- 
tal markets linkage helps it to hook on to wealth 
management solutions in a significant way,” 
says KBM Executive Director C. Jayaram. 
"That's the advantage an integrated platform 
gives us.” And what of the competition? We'll 
see, he seems to say, shrugging his shoulders. 

The other piece of the annuity business is 
asset management (about Rs 16,130 crore), 
which also dovetails with the insurance busi- 
ness. The pervasiveness of unit-linked insur- 
ance plans — and the very large public interest 
in them — is another illustration of the growing 
strength, size and capabilities of the securities 
edge. Add to that the penetration of KMB’s dis- 
tribution, and the impact of the multiplier ef- 
fect becomes evident. Life insurance is yet to 
turn in significant profits, but as in all his busi- 
nesses, Kotak is focused on building it up, and 
upon a robust foundation. 

True, the economie slowdown has, and will 
continue to have, an impact on consumption. 
But consumer finance still has a lot of steam 
left, given strong GDP growth, rising income 
levels, favourable demographics, and lower 
penetration compared with other countries. 
Though the share of commercial vehicle 
lending has gone down, home loans and 
personal loans have increased. An 
Edelweiss Capital research report says that re- 
tail credit, which has grown by more than 40 
per cent in the past three years, would continue 
to grow at 25 per cent annually over the next 

three years. 
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Situnting Kotak 

It has been a nice story thus far for Kotak 
he recognises that there are several more c 
lenges yet to come, some he may even relist 

He survived the shakeout of the non-ban 
nancial companies (NBFCs) in the 1990s; n 
others did not. It was a time when the 1 
stung by the fallout of the Harshad Mehta 
securities scam, took a very long, hard loo 
NBFCs, and raised the bar for them. 

Later, when the RBI opened up the new b 
licence window, 11 entities were lucky winr 
But the landscape of the new private banl 
littered with casualties, and few have emul: 
the success of Kotak. 

The Jains of Bennett, Coleman & Co were 
first to call it quits when they sold TimesBan 
HDFC Bank in 1999. Dev Ahuja of 20th C 
tury Finance did not enhance his reputat 
with Centurion Bank. Rana Talwar, a for1 
global head of Standard Chartered, steppe: 
as white knight with his Sabre Capital to ba 
out; during this time Centurion also bought 
Bank of Punjab. Ultimately, HDFC Bank g 
bled it all up. 

Banker-turned-entrepreneur Ramesh G 
gambled and had little capital by way of rept 
tion after Global Trust Bank went belly up w 
Oriental Bank of Commerce picking up - 
pieces. The Hindujas at IndusInd Bank and 
RBI have no love lost for each other. IDBI B: 
appears to be just another face in the cro 
Only ICICI Bank, HDFC Bank and Axis Be 
(a progeny ofthe Unit Trust of India) have m: 
aged to make the cut. 

Had Kotak not got a banking licence, it wo: 
have hurt. And here, the irony gets delicio 
The RBI suggested that Kotak convert | 
NBFC into a bank, even though Kotak h 
applied for a separate banking licence. So KA 
officials now only have to deal with the RE 
Department of Banking Operations situated 

the third floor of the World Trade Centre 
Cuffe Parade in south Mumbai; it has cut do 
on trips to the Department of Non-bank Sup 
vision a floor below. In hindsight, it was one 
those suggestions from the central bank th 
paid off, and well. 

Kotak is the first to say that nothing he d 
was by way of grand design; but nor was it ; 
accident. He saw opportunity, took it, cay 
talised and built on it. And even if the roman 
with Goldman Sachs is long over, he acknow 
edges that the experience was an enriching o: 
in terms of how much he learnt from them. N 
surprisingly, his bank looks more like his ers 
while partner with each passing year. 
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In a little over two decades, Uday Kotak, 49, 
has created a financial conglomerate from 
scratch. His Kotak Mahindra Bank is one of 
India’s leading financial services enter- 
prises. Kotak takes pride in having scripted a 
great story so far, but concedes that “there is 
still a lot to do on the road ahead”. Unlike 
many other sectors, banking is one area 
where there is still no free play of market 
forces. Yet, it is on the cusp of a radical 
change, and not just because there will be a 
review of operational freedom for foreign 
banks after 2009. Home-grown banks are 
getting bigger and smarter, with some ambi- 
tious enough to think that the world can be 
their playfield. Kotak speaks to BW’s I 
i on the emerging trends. Excerpts: 


-— T i ] .1 < 
E "7 enr nmvy rion nb mmo ria t " 
F i pid vou ever aream that one day vou 

Y P3 
Á 1 - 
f i “v7 , ^ £ B. 21 "m 
ed n will create a financial conglomerate? 
LET e H nll ¢hic is | w» dantcer’? 
HOW much of all this is by des t 


A: I started this company aftar finishing 
a business school. In the US, I saw the 
names of JP Morgan, Goldman Sachs, Merrill 
Lynch, and British merchant banks such as SG 
Warburg and Schroeder's. Today, some of 
those original family names are not even alive, 
but the institutions have become global 
players. The question that came to my mind is, 
why not have something like that in India? 
The dream looked very different at the 
beginning, but as you start weaving it, and if 
you happen to be fortunate along the way, you 
start seeing it more clearly. We are in a very 
early stage of the journey, but the pieces of the 
dream are getting clearer by the day. 


— 1l à 
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Institutions that have integrated 
a platforms will be the ones that come out 
stronger. A commercial banking platform is a 
huge, huge factor for a long-term institution 
out of India. There is significant susceptibility 


6 * 
| l i e ] e Ce S O and volatility to a non-bank finance company 
model. A long-term, stable deposit base will be 


key to building of a financial institution. Why 


SATHEESH NAIR 





did Bear Stearns get into trouble? Because of 


the lack of stable liabilities. 

p r p a i | al P On the capital markets side, the diff- 
erentiator will be the skills and capabilities of 
the players involved. At Kotak, we have a 


e i : 
2 significant focus on what we call financial 
e ] | i j e a | e i sponsors. We probably cover anywhere 
between 60 and 100 financial sponsors, be it 


private equity or alternative investment firms 
EM | as clients. And they will provide capital to 
Uday no tak companies today. 

Executive Vice- Chairman & Mai agi ng Director Kotak Mahindra Bank In the M&A space, we would like to be the 
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advisor of choice, both for Indian and global 
clients looking for Indian assets. If a Wal-Mart 
or a Thomas Cook wants to do something in 


3 India, we must be their banker of choice. 


» with more Indian companies shopping 


28 Q , You don't have a global partner, and 


- abroad, how do you plan to service them? 
3 A a Well, there are two ways of addressing 


co n this issue — either through networks or 
.. alliances with global firms. In the second 

... Stage, as we get larger, we buy a global firm. 
_. The third is through joint ventures, which we 
. - believe, by their very nature, are for the 

-= ‘shorter term. We do not like that too much. 





v Q a You have touched on a significant point. 


= That Indian financial firms will one day 


- buy global assets. Just how far are we from 


. such a deal? 
2 A a If you give me valuations like the 


« Chinese banks, it will happen much 


. faster (laughs). India is a continent-sized 
. market. Of course, the US is a $13-trillion 
.. economy and we are at just $1 trillion, but the 
.. characteristics of our market are similar to the 
_ US. All the benefits that US banks had betwe- 
. en 1970 and 2000 are available to Indian 
_ financial institutions. Over the next 20 years 
. as we get bigger and, hopefully, if we have the 
. right currency as stock, we may be able to look 
; at buying a global firm. I would like to believe 
< that we are between two and five years away 
- from something like this. And it need not start 
. with a banking asset but, say, a mutual fund. 


' , a How do you see the situation post-2009, 
(OW n when the freedom for foreign banks will 
. he reviewed? And what about reciprocity? 


„ Of course, we should ask for more from 
= regulators in other countries. Now, 


. wherever we look at an opportunity for 


expansion overseas, we have to face the 
challenge of measuring it to the expansionary 


. returns we are generating in the domestic 


market. And who knows, if post-2009, you 


. have a new government at the Centre with a 
- different combination (of parties), I would like 


to see a decision on state-run banks. And 
instead of this debate on whether to give them 
to foreigners, they can be given to Indian 


_ private banks, and help them get bigger. 


fy, Do you think in all this talk of consoli- 
‘Ag 2 dation and foreign investments, issues 


. such as HR, branch rationalisation and 
. outdated procedures are getting buried? 


a Looking at what has happened around 
‘a the world, a conservative Reserve Bank 





has been good for us; we have not had any . 
major accidents. Also, looking at the 
challenges we face on macroeconomic and 
fiscal fronts, a more cautious stance to 
financial supervision and monetary policy has 
been good for India. Can we do more on the 
internal side if there is regulatory comfort? 
Well, the answer is yes. And if we can calibrate 
it well, then I agree with you that we should go 
ahead with internal reforms. 


a Where has RBI's conservatism not been 
Wf e good enough? 
A a Look, in all these things the good and 

the bad news is that there is no black 
and white. The Indian financial sector always 
looks challenging at a point in time if viewed 
as a still picture. But if we see it as a movie, a 
motion picture, there has been considerable 
movement. So, while there will be a song and 
dance over some issues, the story is moving 
ahead. And I am one of the great examples of 
this Indian financial services motion picture. 


a You said earlier that there is still a lot 

a more to do. Can you elaborate on it? 

x A small country like Spain has produced 

= à bank that is among the top 10 in the 
world in terms of market capitalisation, Banco 
Santander Central Hispono ($110 billion). Its 
market cap is now more than Citi's ($90 
billion), whereas Spain's GDP is comparable to 
Indias. Take Italy's UniCredito Italiano, which 
is 14th in the world today: it was $5.5 billion 
in 1993 and is $80 billion today. Now, these 
are relatively less heard names. UniCredito 
expanded in Italy, Europe and has become an 
investment banker to East European 
countries, bought an asset management 
company globally called Pioneer. 


| a And who are the stars of the movie? 


~ Well, the good news is that this is a 

æ multi-starer. This is Sholay. Star No. 1 is 
that the country must grow, and the domestic 
economy must grow to allow the financial 
sector platform to get larger. The second star 
has to be the bank or the financial 
conglomerate, which must have deep 
execution ability and reach a certain critical 
size and scale within the country. And third, 
there must be the ambition of selectively 
deciding on a strategy for a footprint overseas. 


Q: And the box office here is? 
A: The stockmarket. 
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Fast Facts 
Born 
1959 


Education 
Graduated from 
Jamnalal Bajaj 
Institute of 
Management 
Studies, Mumbai, 
in 1982 


Foundad 

Kotak Capital 
Management 
Finance in 1985 


Major move 

Buys out the 25% 
stake held hy 
Goldman Sachs in 
Kotak Mahindra 
Gapital Company 
and Kotak 
Securities in 2006 


Forhes Bank 
288 (2008) 


Net worth 
$3.7 billion 


BLOOMBERG 





From Panic 


What to 
expect 
from 
today's 
plunging 
markets 
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by Rajesh Gajra 


IT IS VASTLY DIFFERENT FROM MARCH AND APRIL 
when the 30-stock Bombay Stock Exchange's 
(BSE) Sensitive Index (Sensex) was hovering 
between 15,000 and 17,500, down 12-20 per 
cent from the 20,000 levels seen in the first two 
weeks of this year. Echoing the thoughts of a 
majority of analyst reports, a report from one of 
the largest brokerage firms in India stated: “The 
downside from current levels is limited, we 
strongly recommend investing now.” 

When the Sensex tanked by 499 points on 1 
July to close at 12,961, it was the first time it 
went below 13,000 since 5 April 2007. Some 


BTW Stockmarket 


Take A Break 


technical analysts considered that a harbinger 


of doom since 13,000 was considered as a sup- 
port level. Having breached this, the next sup- 
port level is being said to be 8,000-9,000, 
meaning it could go down that far. 

The equity market's collapse is no longer con- 
tested by market gurus. “What is happening in 
emerging markets today, including India, is a 
replica of what happened in the 1990s when the 
emerging markets' boom came to a grinding 
halt, thanks to average inflation in the region at 
30 per cent and more,” says Sanju Verma, head 
of institutional business at HDFC Securities. 

Investors and traders are being asked to rem- 
ain extremely cautious. Analysts are even war- 
ning investors against getting carried away by 
rebounds. “Barring the occasional short-cover- 
ing led bump-ups, the bulls may not get anyth- 
ing to cheer about in the near term,” states India 
Infoline’s morning report on 2 July — later that 
day the Sensex closed over 700 points up. Says 
Dipen Shah, vice-president of private client 
group research at Kotak Securities, “As long as 
crude oil prices stay at high levels of $140-160 
per barrel, the equity market will stay down.” 

Global equity funds have been consistently 
wary of Indian equities in the past six months. 
Foreign institutional investors (FIIs) have been 
selling at an unprecedented rate this year. As 
per figures collated by stockmarket regulator, 
Securities and Exchange Board of India (Sebi), 
the net FII outflow in the cash market this year 
as of 30 June was Rs 25,465 crore ($6.3 billion), 
compared to an outflow of Rs 18,931 crore ($4.3 
billion) in the same period last year. 

The figures put out by BSE on its website of 
the combined net purchases and sales made by 
FIIs on the BSE and the National Stock Ex- 
change (NSE) revealed a worse picture (see 
graph ‘Co-relation inefficient’). The net sales 
figure of FIIs was Rs 59,162 crore for this year 
as of 30 June. The difference in the Sebi and 
BSE figures is not explained by either, but it 
may stem from the fact that primary market 
subscriptions and private placements get fac- 
tored into the Sebi figures, whereas only sec- 
ondary market transactions are reflected in the 
BSE-collated figures. 

The effect of mortgage market-related losses 
in Europe and the US on most of the large secu- 
rities firms and the consequent squeeze on liq- 
uidity continue to reflect in their selling global 
equity assets to make good, or dilute the impact 
of, their losses. “The FIIs are also factoring in 
the corporate earnings slowdown,” says Shah. 

Even though the Indian government has 
passed on only a small part of the 80-100 per 
cent oil price hike in the past one year, raising 
retail petrol and diesel by only 10 per cent, the 







effect of this small hike is already felt by manu- 

facturing companies that rely heavily on road 
transport. "A lot of people don't realise that the 
manufacturing sector has huge transportation 
cost,” says Nipun Mehta, executive director at 
Societe Generale India Private Banking. 

In addition, input costs are getting out of con- 
trol because the prices of raw materials such as 
. iron ore have shot up in recent months. Heavy 

industries are in a state of panic. In March, for 

instance, the Coimbatore chapter of The Insti- 
.. tute of Indian Foundrymen (IIF) wrote to Ban- 
... galore-based Kudremukh Iron & Steel Com- 

. pany saying that the pig iron supplier had 
_. increased the prices so very often that it had 
= “uprooted the viability of the foundry units and 
|... had a devastating effect on them”. 

.' The fiscal deficit due to the subsidies, mainly 
oll and fertilisers, is also causing the deteriora- 
tion in India’s balance sheet. A Crisil-Standard 
& Poor's report on 26 June stated that “the cen- 
tral government's fiscal deficit (including off- 
budget liabilities) is an estimated 6.2 per cent of 
GDP, compared with the budgeted 2.5 per cent 
(excluding off-budget liabilities). The consoli- 
.. dated fiscal deficit of central government and 
` States should touch 8.5 per cent of GDP” 

Goldman Sachs India has also sounded an 
alarm on Indian fiscal numbers. In its 'India 
May Trade report released on 2 July, it states: 
"Given actual oil prices from April-June and 
our Commodities Team’s forecasts, oil prices are 
likely to average $138 per barrel in FYO9. This 
implies that the current account deficit could 
more than triple to 4.7 per cent of GDP in FYO9 

from 1.5 per cent of GDP in FYOS as the oil im- 

port bill more than doubles.” 

_ The Reserve Bank of India's recent monetary 
-~ measures are directly targeted at cooling off de- 
^ mand and, thus, inflation. It will also create a 

credit squeeze for industries and borrowers. 
But it will also result in lower growth rates for 
companies and the stockmarket is discounting 
the expected slack in corporate earnings from 
the second quarter of this year. 

What should investors do? Ironically, though, 
the current phase may be an ideal time to stay in- 
vested in equities. "Avoid panic buying in a bull 
run, buy in times of panic,” says Kotak's Shah. 

Disciplined personal finance management 
that involves a prudently-determined equity al- 
location at all times requires that to be main- 
tained. Here's one view: if an investor is in her 

, 30s or 40s and has allocated 40-60 per cent of 

. her surplus savings in equities, she should be 

buying more equities now than she would have 
last year. A Rs 100 portfolio having Rs 60 in eq- 
uities and Rs 40 in debt last year would now be 
around Rs 76 with debt still valuing Rs 40 but 











equities valuing only Rs 36 (factoring in a 40 
per cent fall in equities). To maintain a 60 per 
cent equity allocation on her new portfolio 
value of Rs 76, she needs to have Rs 45 invested 
in equities, which means she has to buy fresh 
equities worth Rs 9. 

" There are enough bargains available in the 
market if you have a medium-term to large- 
term horizon;" says Manish Sonthalia, senior 
vice-president at brokerage firm Motilal Oswal 
Financial. *For the short term, go for stocks that 
have higher cash flow-to-assets ratio. These can 
be found in sectors such as information tech- 
nology, pharmaceuticals, even banking.” 

“The point really is not about whether or not 
to buy into the markets; it is more about not giv- 
ing into the lure of quick returns and having the 
‘holding power to ride bouts of pessimism,” says 
HDFC Securities’ Verma. “After all, stockmar- 
kets are as much about sentiment as about hard 
numbers.” Possibly true. But a word of caution: 
investors should have enough courage to digest 
a Sensex at 8,000 in the short-term. 
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The Third 
Option 


by Dhanya Krishnakumar 


NOTEWORTHY: 
India has a 

swelling $120-million 
data centre market 


Companies 
are moving 
towards 
third-party 
data 
centres 





EVERY DAY, THOUSANDS OF COMPANIES GENERATE 
digital landfills of data as they cater to new cus- 
tomers and generate sales through the internet. 
All this requires vast data centres to adroitly — 
and safely — manage and store digital informa- 
tion. India, an IT hotspot, is destined to bite off 
a large chunk of this rapidly growing business. 
The data centre market in India is about 
$120 million — a meagre 1 per cent of the global 
market. However, India is “the fastest growing 
market in the APAC region, with growth rates 
in the next five years expected to be 22.30 per 
cent”, says Naresh Singh, principal analyst for 
enterprise network infrastructure & services at 
Gartner. According to Anu David, senior re- 
search analyst for the ICT practice of Frost & 
Sullivan, South Asia & Middle East, Indian data 
centres will soon become globally competitive. 
Notably, companies are rapidly moving from 
managing their content through in-house or 
‘captive’ data centres, to ‘third party ones run by 
Indian companies. Today, India has twice as 


I WII information technology 


many captive data centres as it does third-party 
ones. Estimates by Datamonitor, a London- 
based market research company, suggest that of 
the 7 million sq. ft of data centre space to be 
added in the next four years, more than 90 per 
cent will be for third-party data centres. 

In the past, companies were concerned about 
outsourcing their data handling to others be- 
cause of security, accountability and intellectual 
property rights issues. For instance, firms such 
as ICICI Bank and Indian Oil Corporation 
(IOCL) have traditionally banked 
on in-house data centres. ICICI 
Bank has its main data centre in 
Mumbai and a disaster recovery 
site in Hyderabad, while IOCL 
has data centres in Jaipur and 
Gurgaon. “The biggest advantage 
is that we are not dependent on 
uncertainties faced by a vendor,’ 
says S.S. Soni, executive director 
for information systems at IOCL. 
*We are also able to maintain 
secrecy of information.’ 

Today, Indian companies who 
had been using data centres loca- 
ted in the US are shifting their 
data to local, Indian ones who 
offer them six times the access 
speed. For instance, clients of 
Tata Communications have expr- 
essed an intention to move their 
data centres from the US and 
EMEA region (Europe, Middle 
East and Africa) to India. More- 
over, Indian businesses are also 
adopting data centres to host 
their mission-critical applications such as en- 
terprise resource planning and customer rela- 
tionship management software. Indian data . 
centre companies have also begun to rapidly 
embrace data centres as places where long- 
term, sustainable business solutions are offered 
for data storage and management. Companies 
in banking, financial services and insurance, 
telecom and manufacturing are also investing 
in data centres. 

*A few years ago, if you had to set up a data 
centre, it had to be in Manhattan or California; 
says K.P. Unnikrishnan, director of marketing 
(alliances and teleweb sales) of Sun Microsys- 
tems India. *But in the coming years, most data 
centres will be in the Asia-Pacific region with 
preference for India.” Says Sunil Gupta, head of | 
business operations of data centre services at 
Reliance Infocomm, “The past three years have 
seen an explosive growth in the data centre bu- 
siness.” His outfit plans to pump in between Rs 
1.000 crore and Rs 1,500 crore for seven more 
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data centres in addition to the six the company 
has in Bangalore and Mumbai. Tata Communi- 
cations has 34 data centres across three conti- 
nents and plans to expand to 500,000 sq. ft 
across 20 new centres in India, UK, US and Sin- 
gapore. "Close to 400,000 sq. ftis going to be in 
India,” says Vinay Nagpal, group manager for 
hosting and data centre services of global man- 
aged services at Tata Communications. “Given 
that demand is way above supply, most of the 
facilities we are building are already sold out. In 
fact, we are not able to build up fast enough.” 
Ctrl S Data in Hyderabad is also expanding at 
a rapid clip. Having already set up the country's 
first tier-IV data centre in Hyderabad, it in- 
tends to spend Rs 750 crore on data centres in 
six cities across the country. Says P. Sridhar 
Reddy, chairman and managing director of the 


|, company, “The Indian data centre market grew 


very slowly till 2004 due to the high cost of 
hosting, which can be attributed to the expen- 
sive bandwidth. But with the bandwidth costs 
going down drastically, data centres in India are 
set for a giant leap." 

The shift from captive to third party is mak- 
ing increasingly more sense to companies who 
are interested in focusing on their core compe- 
tencies. Companies require huge investments 
in order to maintain support infrastructure, 
whereas third-party outsourcing assumes the 
burden for doing so. Nagging daily concerns 
over power supply, reliability, sufficient band- 
width and ample disk space are now somebody 
else's problems, while stringent service level 
agreements will ensure that a high quality of 
service offered by outside-companies is a con- 
tractual obligation. 

"We invested in data centres back in 1999 
when we didn't have any other option," says 
Pravir Vohra, chief technology officer of the 
ICICI Group. "But in principle, we are not agai- 
nst outsourcing applications to third party ven- 
dors, especially those that are not mission-criti- 
cal.” The physical structure and equipment 
within the data centres belongs to the ICICI 
group, but it has outsourced certain applica- 
tions and management to third-party providers 
such as HP, Sun Microsystems and IBM. 

So, what could trip up growth of data centres 
in India? Power is the biggest concern, consid- 
ering the shoddy state of the power sector in 
India. Gartner estimates that power will be- 
come a critical decision factor for India in about 
two years. Considering traditional data centres 
typically waste more than 60 per cent ofthe en- 
ergy that they use to cool equipment, this is bad 
news for Indian companies. This means that 
backup generators or indigenous 'clean' tech- 
nologies will become a necessity. Says Unnikr- 
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Sector-wise Contribution To Data Centre Industry 
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ishnan, “New greening technologies can lead to 
dramatic improvements in energy efficiency 
and cost as the data centre is fast becoming crit- 
ical for today's business.” 

David says that India will “become a major 
player in terms of both revenue and capacity, 
second only to Japan’, despite the many sizeable 
potholes facing the data centre industry. For 
this to come true, however, the government 
needs to fix the basic infrastructure so that com- 
panies are not hindered in their goals of becom- 
ing global leaders. 

With inputs from M. Rajendran 
dhanya.krishnakumar(@ abp.in 
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We are VCI Hospitality Ltd, a global hospitality, travel and tourism marketing company blessed with the Midas touch. Our 
expertise includes a complete package for conferences, tailor-made for corporates across India; which enables us to 
manage over 150 top-end residential conferences every month. This is born out of our in-depth understanding of the 
business of hospitality and a team of over 300 highly passionate professionals. With 15 sales offices across India, UAE and 
UK and in excess of 400 crores sales revenue, we're India's largest hospitality marketing company. And we are expanding 
our operations to Australia and China in the near future. í 


Our Portfolio of Luxury Properties: * Aamby Valley Hospitality * Sahara Star * Golden Palms Hotel & Spa + The Ffort 
* Gokarna Forest Golf Resort * Indus Hotels and Spa * Club Nirvana * Club Cabana * The Woodrose * Tivoli Holiday Village 


* The Golden Chariot * Tng Spa 


Our end-to-end solutions are designed to deliver increased revenue, 
decreased cost of sale, enhanced profitability and optimum brand visibility. 


Naturally, we're partnering leading hotels, resorts, clubs and spas with a 
1400 plus room inventory in the luxury segment in India alone. 


Email: mail&vcihospitality.com Tel.: +91 22 26311140. Fax: +91 22 26311144 


Offices - Mumbai * Delhi * Kolkata * Chennai * Bangalore * Hyderabad 
* Pune * Ahmedabad * Kochi * Ludhiana * Jalandhar * Dubai * London 








VCI Hospitality Limited 
The Midas Touch 





EXECUTIVE SUMMARY 


€ Sahara is not just under 
the RBI scanner but 
I-T's as well 

€ Informal players find 
it difficult to survive in 
unregulated sectors 
such as chit funds, 
healthcare and 
education 





UNDER A SHADOW: 
Sahara Managing 
Worker Subrata Roy 

is now fighting to save 
his empire 


| /^ 
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SUBRATA ROY LIKES TO MARK EVERY OCCASION — 
whether it is his son's wedding, an anniversary 
or a new business foray — spectacularly. Now, 
the challenge for survival the Reserve Bank of 
India (RBI) presented him with, just days be- 
fore his 60th birthday on 10 June, promises to 
be a watershed in India's economic history. 

On 4 June, the enigmatic Roy — who was 
born to a food technologist father in the small 
town of Araria in Bihar — was ordered by RBI 
to wind up the business he was most famous for 
founding: the Sahara India Financial Corpora- 
tion (SIFC), a residuary non-banking company 
(RNBC). Informally known as a ‘chit fund’ 
SIFC collected small savings, mostly from blue- 
collar workers and tradesmen in northern In- 
dia, and built a Rs 50,000-crore conglomerate 
that spanned insurance, financial services, me- 
dia, consumer products, airlines and real estate. 

Although RBI retracted its stance following 
the Supreme Court’s directive to hear out Sa- 
hara, it could convince Sahara to exit the RNBC 
business by 31 March 2015, and stop accepting 
deposits after 31 March 2010, an extension of 
two years from its 4 June order. 
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Sahara's Plight 


“The world’s largest family” is how Roy de- 
scribes his depositors and employees, and calls 
himself a Managing Worker. But whispers and 
rumours about Sahara's dubious business prac- 
tices and the criminal-political nexus accompa- 
nied its rise to prominence. Sources close to Sa- 
hara dispute these accusations as “baseless” 
and, despite a series of income tax disputes, 
these concerns remained mostly publicly un- 
spoken and legally unproven — until now. 
RBI's order came after the banking regulator 
found SIFC violating several banking norms, 
including ‘know your customer’ rules meant to 
check money laundering. Sahara contests this, 
saying any deviation is minimal. Sahara’s 
lawyer K.K. Lahiri says though SIFC is man- 
dated to invest 100 per cent of its deposits in di- 
rected investments, such as government securi- 
ties, the company’s directed investments have 
fluctuated between 97 per cent and 98 per cent. 
“As on 31 March 2008, more than 96 per cent of 
the aggregate liability to the depositor was cov- 
ered by company’s investment in directed in- 
vestment such as government securities, bank 
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The company's 


strugele to survive 


its murky past 


highlights the urgent 
need to regularise 


informal sectors 


fixed deposits, bonds and debentures,” an e- 
mail response from Sahara clarified. 

In mid-2007, RBI ordered all RNBCS to exit 
the business. "The company may plan an 
alternate business model and approach for 
regulatory approvals. The process of transition 
to the new model may be completed within ... 
3 years from April 01, 2007,” RBI's letter to the 
RNBCs said. Although an RNBC affiliate 
told BW, "They have no business to tell me 
what my business should be,” even he realised 
RBI had sounded the death knell for para- 
banking activities. 

Venezuelan economist Hernando do Soto 
might best explain RBI's stand. De Soto main- 
tains that in a closed economy, such as India 
was, when the government bans or controls cer- 
tain activities, they move to the informal sector 
and operate under a set of crude but commer- 
cially effective rules. Later, when the economy 
opens up and formal enterprises enter, they 
clash with the ‘informal’ players. Sometimes, 
these informal players try to legalise themselves 
to work within the new rules, but many fail. 

The informal businesses often use rough, 
street-smart means and were backed by the 
muscle and influence of local politicians. For 
example, an NGO manager who worked in Ut- 
tar Pradesh accuses SIFC of cheating small de- 
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positors and investing their money in small 
holding companies controlled by Roy, while the 
airline, media and other businesses of the group 
showed little or no profits. “Terms were such 
that if a depositor missed even one payment, he 
would forfeit all his previous deposits,” the 
NGO manager says. Approaching the company 
for restitution is impossible, he says, particu- 
larly since SIFC’s headquarters in Lucknow 
looks like a private army base. 

Sources in Sahara say such accusations are 
fanned by Roy’s rivals and people jealous of his 
success. “Our business, like any bank, is based 
on trust,” the source says. “If we treated our 
family like this, would they stay with us?” 


The Political Backdrop 


So, is the RBI being “vindictive”? Sources close 
to Sahara say the pressure on the company is 
coming from politicians such as UP Chief Min- 
ister Mayawati, who bulldozed parts of Sahara 
Shahar in Lucknow, calling the construction — 
said to be on occupied army land — illegal. Roy 
used to be close to Amar Singh and Mulayam 
Singh Yadav of the Samajwadi Party. But Amar 
Singh says (see interview on page 48) he is “not 
an insider” anymore as Roy leaned more on 
Congress MP Rajiv Shukla. Observers say Roy 
lost his political cover soon after. 
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CLAMPING DOWN: 
RBI Governor 

Y.V. Reddy has 
ordered Sahara and 
other RNBCs to 
exit the business 

by 2015 








RAZED TO 

THE GROUND: 
Mayawati bulldozed 
parts of Sahara 
Shahar, saying it 
was illegal 





Now, banks and non-banking finance com- 
panies are also ganging up against SIFC be- 
cause they see Roy as encroaching on their turf. 
The chairman of a Mumbai-based private bank 
says SIFC should be shut down because it could 
default on liabilities to depositors. In the wake 
ofthe collapse of Bear Stearns in the US, large 
para-banking outfits could pose a threat to the 
larger economy, he says. The risk of this hap- 
pening seems high. Says the CEO of a Mumbai- 
based wealth management company, "They of- 
fer double the market rate. They pay off old 
depositors with new depositors’ money.” Sahara 
insists this is a red herring, too, as “SIFCL has 
sufficient liquid assets”, a company e-mail said. 


Riddled In I-T 


But even if Subrata Roy — who loves holding 
10-hour sessions with 
his employees in Luc- 
know teaching them 
lifes philosophies’ — 







convinces RBI about Sahara’s virtues, BW has 
documents to suggest that Roy is up against a 
greater challenge against the income tax (I-T) 
authorities. The I-T department has repeatedly 
found Sahara India and its various entities 
evading taxes and engaging in questionable 
transfer of funds. The department and RBI 
share information on findings in their audits of 
Sahara's books and accounts. In fact, they 
shared notes days before RBI's action of 4 June. 
"Something seems to have happened in the run- 
up to RBI's clampdown on Sahara,” a govern- 
ment source told BW. 

Indeed, the Sahara case is one ofthe largest 
the I-T department has handled, and one on 
which the finance ministry is determined to 
take a tough stand. Sources say Finance Minis- 
ter P. Chidambaram apprises himself of the 
progress of the suits over tax demands against 
Sahara on a regular basis. It is only a matter of 
time before other investigative agencies such as 
the Enforcement Directorate and the Central 
Bureau of Investigation come into the picture. 

The I-T department wants the identities of 
the deposit holders verified. It has reasons and 
evidence to believe that the money is not neces- 
sarily owned by the depositors as on record. So, 
on 28 December 2007, it issued an eight-page 
order against SIFC, asking for a Special Audit of 
FY04-05. Special audits are ordered for investi- 
gations by professional auditors in companies 
in which huge irregularities are suspected. 

This order instructed the auditor to file de- 
tailed reports under 100 heads, including 
names, addresses, PAN numbers and deposit 
sizes of all the deposit holders across over 1,400 
branches; transfer of funds between SIFC and 
other Sahara companies; billing of expenses; 
tax evasion by SIFC; violations of the Income 
Tax Act and the RBI Act. The department be- 
lieves that new accounts are opened to push 
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large amounts of cash into Sahara India. When- 
ever this money is required to be pulled out, the 
deposit accounts are closed. But the entries in 
the books and balance sheets usually don't 
match, leaving several unexplained gaps. 


Collateral Damage 

A bigger question is: if Sahara India collapses, 
what happens to the two businesses it has 
spawned and funded — mutual funds under Sa- 
hara Asset Management Company and insur- 
ance under Sahara India Life Insurance Com- 
pany? Sahara says that “investment in the said 
ventures stood at Rs 136.22 crore as on 31 May 
2008”. Sahara Mutual offers seven mutual fund 
schemes. Sahara India Life Insurance offers 11 
schemes. The exact amount of money raised 
under the two businesses is not known, but 
. comparatively both are puny. For instance, as of 
May 2008, Sahara Mutual had only Rs 198 
crore of assets under management (AUM ). 

Yet, the concern is that those businesses, too, 
will feel the impact ofa collapse. For, the I-T de- 
partment's audits of SIFC have shown that ex- 
penses of other Sahara group companies had 
been billed to SIFC for which SIFC claimed tax 
benefit from the I-T department; SIFC raised 
deposits on behalf of other companies; and 
money was transferred from SIFC to other 
companies for which it has claimed tax credit. 

But nobody, including RBI, is willing to an- 
swer: who will bear the brunt if Sahara begins 
defaulting? Sahara, though, rejects the likeli- 
hood of a default: “The company has cash and 
bank balances and other assets, the market 
value of which, together with directed assets, 
more than cover the aggregate liability to de- 
positors,” the e-mail response said. 


To Curb Or To Cull 
While RBI's list of problems with SIFC are in- 
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deed long, the question is whether all RNBCs 
should be shut down. After all, some such as the 
Margadarsi Chit Fund owned by Ramoji Rao in 
Andhra Pradesh, have had a clean record. *The 
tier-II and tier-III population that needs basic 
financial services requires to be sound,” says 
Sanjay Aggarwal, national industry director for 
financial services at KPMG. "There's need for a 
workable model like for RNBCs. If RNBCs close 
down, people will go to moneylenders.” 

If De Soto's theory is valid, wouldn't it be 
more effective to ask RNBCs to clean up their 
act, perhaps turn into banks? Authorities will 
face similar choices in other industries where 
informal players are fighting formal players. 
The best example is the Rs 15,000-crore cable 
distribution business, where the industry's 
growth is undermined by up to 45,000 informal 
cable distributors who are holdouts from old 
days when local thugs provided cable services. 

Greater organisation and regulation is also 
needed in the Rs 75,000-crore healthcare in- 
dustry, where neighbourhood nursing homes 
remain largely in the informal sector. A similar 
situation prevails in education where primary 
education remains completely unregulated. 

So, if new regulations are put in place to gov- 
ern and oversee cable distribution, health care 
and education, just as they have been put in 
place for RNBCS, should all the existing players 
that don't meet these rules be shut down or 
should they be given time to meet the new 
standards? When the US faced this dilemma in 
the early 20th century, it mostly adopted the lat- 
ter approach, allowing its 'robber barons' to be- 
come captains of industry. 

While morally cumbersome, this approach 
proved commercially astute and socially prag- 
matic. In India, where governance is poor and 
legal processes compromised, pushing ques- 
tionable enterprises into compliance might 
seem more practical. 

RBI hasn't taken this view on Sahara, even 
though the company has shown the intent to 
conform to banking regulations and turn itself 
into a full-fledged bank. In 1999, Sahara's pro- 
posal to buy a controlling stake in Benares State 
Bank was turned down by the regulator. 

For businesses such as Roy's as well as in 
other industries such as cable distribution, 
healthcare and education, it may be better to 
find solutions around ways to regulate the sec- 
tors rather than eliminating them. After all, 
these businesses exist to cater to specific needs 
that aren't addressed by any other medium. 


With inputs from Rajesh Gajra 
and Noemie Bisserbe 
rajeevdubey (a) abp.in 
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Paid-up equity 
capital 98 


Paid-up preference 
shares capital 300 


Total income 
1,289 


Total expenditure 
1,268 


Profit after tax & 
dividends 9 


Loans (unsecured) 
18,107 


Investments 14,911 
Current assets 3,837 


Public deposits 
received 18,107 


Deposits matured 
and claimed but 
not paid 52 


Deposits matured 
but not claimed 469 


Figures as on 31 Mar '07 

(in Rs crore) 

Source: SIFC's filings with the 
Registrar of Companies 


she ta Tg corporate ! 


, But you were also on Sahara's 


h hi Q: a board... 
is i \ Ñ j l S ] i i lA „a I was on the board of a subsidiary of 
A: = Sahara Media, but that was years ago. 
ll So what caused the friction between the 
all the best’ oz 
A: There is no friction between me and 


u him. Some time ago, Shah Rukh Khan 
d was there in Sahara City at a function orga- 
— Amar Singh nised by Rajiv Shukla (Congress MP). There 
General Secretary, SamajwadiParty were rumours that Rahul Gandhi will attend 
it, but he didn’t. Amitabh (Bachchan) and me, 
ONCE PART OF THE INNER-MOST CIRCLE both weren't invited. Their spokesperson said 

of Subrata Roy, Amar Singh is an that this was a function for insiders, not 
‘outsider’ today. So, what caused the outsiders. So, I guess I’m not an insider. 


rift between the brothers-in-arms? 





Detailing the causes of the rift for a Why should a spokesperson's statement 

the first time, Singh goes on record a hurt you so much? 

in a telephonic interview: A: The spokesperson is Abhijet Sarkar. He 

u is Subrata Roy’s son-in-law. 

Q: What explains the coincidence 

UR -: sia Q: And you have kept away since then? 

withdraw a notice against Sahara? , I have been kept away. But I still have 

A: Mulayam met Mayawati to = great regard for him. He has the right to 
s fulfil his constitutional duty as ^ choose his team. He has chosen Mr Shukla as 

the leader of the opposition. The his man Friday. Rajiv, Shah Rukh and Kareena 

National Human Rights Commi- make a good team. It’s a facelift to their 


ssion's state panel was to be dissolved, corporate strategy. I wish Sahara all the best. 
and it required the concurrence of 
the leader of the opposition. He £ 
wasn’t the only one in the meeting. 2 Has Mulayam also distanced himself? 

A a Neither Mulayams nor my relations are 
Q: Was a plea made with a bad with anybody. Subrata Roy is a well 


= Mayawati in favour of Sahara? ^ known businessman and a media baron. He is 





a A: Mulayam didn’t meet a friend and will remain so. 
z a Mayawati for Sahara. There 
was no chance of discussing pro- When you were on the board, did 
Sahara stance. There is no point in making any Q: = Sahara follow the rulebook? 
request to the leader of a party who is not a When I was there, apparently all 
warmly disposed towards Sahara. " statutory requirements were fulfilled. 
But I wasn' t involved in the internal matters. 
a Is it true that Sahara is targeted 
= because of Subrata Roy's fallout with Did he approach you or Mulayam since 
the Samajwadi Party? Q: a the RBI action? 
, Sahara is a large media house, too. Their A , Hes a brave man. Neither Mulayam nor 
= news channel and Urdu paper are doing a I have been approached. Besides, he has 
extremely well in Uttar Pradesh. They don’t high and mighty people like Rajiv Shukla by 
need any political cover. his side. I think he is in safe hands. In fact, 


they both need each other. 
: But aren t yon cloqa to i „ What if he calls for help? How will you 
A- I’m very well known to him. But, to say u = help him? 
a that me and Mulayam Singh are close to A: I will certainly help him. Though I don't 
him, and Rajnath Singh (BJP president) and a know what kind of help he needs from 


Pramod Tiwari (Congress legislative party me. Pehle dard pata ho tab to dawa ho (I need 
leader) are not, would be untrue. Quite to know the ailment before I can administer 
recently, I went to see his ailing mother. the medicine). 
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The Runaway 
Train 


by kenneth rogoff 


THE GLOBAL ECONOMY IS A RUNAWAY TRAIN 
that is slowing, but not quickly enough. That 
is what the extraordinary run-up in prices 
for oil, metals and food is screaming at us. 
„The spectacular and historic global eco- 
nomic boom of the past six years is about to 
hit a wall. Unfortunately, no one, certainly 
not in Asia or the US, seems willing to bite 
the bullet and engineer the necessary coordi- 
nated retreat to sustain sub-trend growth, 
which is necessary so that new commodity 
supplies and alternatives can catch up. 
Instead, governments are clawing to 
stretch out unsustainable booms, further 
pushing up commodity prices, and raising 
the risk of a once-in-a-lifetime economic and 





The rising 
global 


Unbound Economy 


spike. This time it is different, though. The 
commodity price problem has snuck up 
on us, despite notable institutional reforms 
in macroeconomic policymaking all over 
the world. 

The historic influx of new entrants into 
the global workforce, each aspiring to west- 
ern consumption standards, is simply push- 
ing global growth past the safety mark. 

Wait a second, you say. Why can't our won- 
derfully flexible market economies roll with 
the punches? Won't high prices cause people 
to conserve on consumption and seek out 
new sources of supply? 

Yes, and that eventually happened with 
energy supplies in the 1980s. But the process 
takes time and, because of the rising weight 
of relatively inflexible emerging market 
economies in global consumption, adjust- 
ment will probably take longer than it did a 
few decades ago. Oil exporters and China 
have been accounting for two-thirds of 
global oil demand growth in recent years. 

Rich country consumers are responding to 
higher energy prices, and it helps. New York 
City, for example, has seen a reduction of 


financial mess. All this need not end horri- inflation can perhaps 5 per cent in private vehicles enter- 
bly, but policymakers in most regions have to turn into a ing the city over the past six months. 
start pressing hard on the brakes. f pi But the response is slower elsewhere. It is 
Don't look to the US for leadership in an giant crisis not getting any easier to drive around in 
election year. In fact, the US government has unless places such as São Paulo, Dubai and Shang- 
been handing out tax-rebate cheques so that . 4 hai. For reasons mostly related to govern- 
citizens can shop until they drop, and now international ment intervention, few emerging market 
Congress is talking about doing more. Don't coordination economies can be categorised as having flex- 
look to emerging markets, either. Desperate . " ible resource demand, so commodity price 
is achieved 


~ to sustain their political and economic mo- 
mentum, most have taken steps to prevent 
their economies from feeling the brunt ofthe 
price hikes. As a result, higher commodity prices are eating 
into fiscal cushions rather than curtailing demand. 

I am puzzled that so many economic pundits seem to 
think that the solution is for all governments, rich and poor, 
to pass out even more cheques and subsidies, so as to keep 
the boom going. Keynesian stimulus policies might help 
ease the pain a bit for individual countries acting in isola- 
tion. But if every country tries to stimulate consumption at 
the same time, it won't work. 

A general rise in global demand will simply spill over into 
higher commodity prices, with little helpful effect on con- 
sumption. Isn't this obvious? Yes, there is still a financial cri- 
sis in the US, but stoking inflation is an incredibly unfair, 
and inefficient way to deal with it. 

Some central bankers tell us not to worry, because they 
will be much more disciplined than central banks were in 
the 1970s, when the world faced a similar commodity price 


spikes are not having a big effect on demand. 

The central bankers, who tell us not to 
worry about inflation, point to relative wage 
stability. Expansions usually start collapsing when labour 
gets too scarce and expensive. But currently, due to unique 
circumstances, labour constraints are not the problem. On 
the contrary, the effective global labour force is swelling. 

This time, commodity resources are the primary con- 
straint. That is why commodity prices will just keep soaring 
until world growth slows down long enough for new supply 
and new conservation options to catch up with demand. 

This runaway-train global economy has all the hallmarks 
of a giant crisis in the making — financial, political and eco- 
nomic. Will policymakers find a way to achieve the necessary 
international coordination? 





Kenneth Rogoff is Professor of Economics and 
Public Policy at Harvard University, 

and was formerly chief economist at the IMF. 
© Project Syndicate, 2008. 
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In Depth pricing 


HIGHER COSTS: 


Food chains and mul- 


tiplexes often charge 
more than the MRP 
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“a Than 
Maximum 


Consumers 
continue to 
suffer due 
to loop- 
holes in the 
MRP law 


by Janhavi Abhyankar 


BY DEFINITION, OR EVEN BY LAW, THE PHRASE MAX- 
imum retail price (MRP) leaves little room for 
ambiguity. Under the Standards of Weights and 
Measures (Enforcement) Rules, 1985, charging 
more than the MRP is a criminal offence. The 
MRP Act, 1977, states the consumer should pay 
exactly the same price as printed on the pack- 
aged commodity, no matter where it is sold or 
served. Yet, it is common practice for multi- 
plexes, fast food chains and pizza delivery com- 
panies to sell products above their MRP. 
Dominos Pizza, for example, rakes in 65 per 
cent of its revenues through home delivery, 50 
per cent of which comes from the sale of soft 


pa gA 
| ry 
N " " 


AMIT VERMA 


drinks. It retails 600-ml Coca Cola bottles, 
which are not available at local stores, for Rs 30. 
Consider this: in the market, a 2-litre bottle of 
Coke is available for Rs 50. That translates to Rs 
15 for 600 ml, double what Dominos is charg- 
ing. However, Dev Amritesh, vice-president of 
marketing at Domino's Pizza India, is un- 
moved: “We don't charge above the MRP.” And 
he isn't wrong, because the MRP printed on a 
bottle of Coke at Dominos is indeed Rs 30. 

Companies claim they are justified in charg- 
ing more for the convenience of delivering hot, 
fresh food and chilled beverage at doorsteps. 
Should the price printed on the bottle be seen as 
the legitimate price? After all, how would a cus- 
tomer even know a product's cost otherwise? 

At Delhi's PVR cinema in Saket, a 750-ml 
bottle of Aquafina costs Rs 20. It works out to 
Rs 26.67 for a litre, more than 200 per cent. 
above its MRP of Rs 12 at a local store. 

The catch is insidious. While claiming to 
charge only the printed price, the companies 
are printing a higher MRP. Legally, different 
MRPs for different packages of the same com- 
modity are permitted under excise law. This 
leaves the consumer confused and helpless. 

Sometimes, though, justice is served well. 
When popular Delhi-based food joint Nirula's 
charged Ankit Jain, a student, Rs 35 for a bottle 
of soft drink, he moved the consumer court and 
won compensation. The printed price of the 
product was Rs 15. Most recently, in April 2008, 
a resident of Patparganj in east Delhi, charged 
McDonald's with cheating him by selling him 
Coke at the price of Rs 30, when it actually costs 
only Rs 20. The court reiterated that no retailer 
can charge its customers above the MRP. 

Nirula's changed its policy since the court 
verdict. “We never charge our customers above 
the MRP,” says Ajay Khanna, vice-president of 
operations at Nirula’s. But McDonald’s hasn’t 
changed. “We have only 500-ml Coke bottles, 
and they have an MRP of Rs 30;' says a delivery 
boy at one of the McDonalds outlets in Delhi. 
"These bottles are especially made for us.” 

Five-star hotels are exempted from the MRP 
law. Most up-market restaurants feel that cus- 
tomers are not misled when charged more; they 
are aware they have to pay more for the ambi- 
ence and the service. “The extra charge is not 
forced on them,” says a source from JW Mar- 
riottin Mumbai, not wanting to be quoted. 

One way to resolve the whole MRP issue, 
would be to,"stop buying drinks from such . 
chains that charge more than the MRP”, says 
Arvind Iyer, a lawyer based in Mumbai. Still, a 
long-term solution is not forthcoming. 





s janhavi.abhyankar@abp.in 
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www.bits-pilani.ac.in 


CH takes a world Te institution 
to help make India a developed nation. 


MISSION 

"to prepare young men and women 

to act as leaders for the promotion of the 
economic and industrial development of the 
country and to play a creative role in service 
~ to humanity." 


VISION 

" to develop a scientific approach. 

in Pilani...no dogma.. search for truth... 
cultivate a scientific mind." 





BITS has produced a large number of graduates who have made their mark 
in various industrial sectors such as Manufacturing, IT, Infrastructure, 

- Consultancy, Finance, Arts and also in Government and Academia. 
Notable alumni of BITS include: 


- * Prof. Krishna Saraswat ( Rickey Nielson Professor of Engineering, 
Stanford University, USA, and winner 
of the prestigiousISO Techno Visionary Award ) 
e Prithvi Raj Chauhan ( Minister of State in PMO = 
e Baba N Kalyani ( CMD, Bharat a ) 
Vivek Paul ( Former Vice Chairman, Wipro and currently Partner, 
Texas Pacific, USA ) | 
e SKRoongta( Chairman, SAIL) 
« GK Pillai ( Chairman & MD, Heavy Engineering Corporation Ltd. ) 
¢ Puneeta Pandey ( CEO, Netcustomer ) . | 
e Mani Shankar ( Noted Film Director) — BITS Pilani, Goa Campus 
* Rajesh Hukku ( pl & GM, f Ones Ces, i-flex Solutions ) 





Features that set BITS apart — 

* High-quality students — 

* Multi-campus university 

. Student strength: 8000 at Pilani, Dubai & Goa a Campuses and 
12,000 in Off-Campus Work-Integrated programmes 

* Computer-based online admission test (BITSAT) - 

* Academic Flexibilities -Dual Degree- A unique combination of 
science and engineering education 

* Cafeteria approach to course offerings since 1970 © 

« Continuous, internal, transparent evaluation system 

e Practice School - Strong linkages with industries — . 

e State-of-the-art institutional library with over 2 lac books 

« Campus-wide IT network 

* Scholarships to 22% of students 

* Many Board-toppers join every year 

« Large number of alumni in top positions in India and abroad - 





«Industry sponsored projects . 
* Many societal development projects- faim water harvesting, 

DUCATIONAL INNOVATIONS 
desert development technologies, women cain healthcare, CIR BEE RPONS 
-gyanbodh — - 

. * Culturally vibrant campus 


D. Collaboration with foreign universities of repute 
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Specialists’ 
Domain 


by M Rajendran 


Companies 
are trying 
to retain 
specialist 
talent with 
new titles 


TOP RUNG: 

Maruti’s new HR 

model puts design 
engineers on a par with 
general managers 


AT A TIME WHEN COMPANIES ARE DISCOURAGING 
employees from joining the rat race of coveted 
designations, growing attrition among special- 
ists is forcing them to hang the designation bait 
to retain such employees. Most often, this bait 
comes with compensation and perquisites simi- 
lar to those for senior management. “It is a 
question of demand and supply,” says K.P. Ku- 
mar, executive director for human resources at 
Hyderabad-based Lanco Infratech, a infra- 
structure company. “Companies in India are 
creating specialist designations on a par with 
senior management to retain talent.” 
Organisations are articulating clear career 
paths across different streams such as technol- 
ogy, consulting and specialist domains, apart 
from general management. It is the delineation 
and carving out of such specialist career paths 
that has made these roles more conspicuous. 
For instance, auto major Maruti Suzuki has 
embarked upon this model in its new HR divi- 
sion that will recruit auto design engineers. It 
plans to break the conventional career track 
where generalists become general managers 
(people who are responsible for day-to-day ad- 
ministrative work). “We have made a begin- 
ning,’ says S. Siddiqui, managing executive offi- 


cer (Administration), Maruti 
Suzuki. “A chief designer could be 
at par with a general manager, in 
terms of rank, status, salary 
and perks.” 

In a competitive world, specialist 
talent with niche skills is becoming 
a key differentiator, and companies 
are going all out to retain this tal- 
ent. “This is a way of respecting 
their technical capability and aspi- 
rations, and reducing attrition of 
experienced talent,” says Siddqui. 

This is a global trend. For in- 
stance, at Tokyo-headquartered 
Toyota Motor, the world’s No. 1 au- 
tomaker in terms of units sold, the 
chief designer is equal to the senior 
vice-president in rank. Similarly, 
CASE New Holland, the leading 
agriculture vehicle manufacturer of Fiat Group, 
has created a post of chief engineer on a par 
with the general manager. The hospitality in- 
dustry has created the post of chief chef, re- 
specting their specialist culinary skills, giving 
them salary and perks similar to that of senior 
management executives and, in a few cases such 
as Taj Mansingh, equivalent to general man- 
ager. Says Abishek Aggarwal, director of Delhi- 
based Comesum Chain of Restaurants and Ho- 
tels, “Some hotels are creating special 
designations and posts to retain them (chefs).” 

Of course, titles apart, “the quality of work 
has always been a great motivator in the reten- 
tion of employees,” says Hema Ravichandar, a 
former global head of HR at Bangalore-based 
Infosys Technologies. 

However, it may just be a temporary phase. 
The business process outsourcing (BPO) indus- 
try, where companies originally initiated fancy 
designations to retain talent, skill upgradation 
has seen renewed focus with special signifi- 
cance to designation on merit. “We focus on job 
content and the role, rather than title,” says 
Piyush Mehta, senior vice-president-HR, at 
Delhi-based BPO Genpact. But a few BPOs — 
such as ISHIVA and Vertex — offer designa- 
tions such as head programme developer, team 
developer, team leader, chief of collection — all 
meaning the same, but recognising special po- 
tential of persons. 

Amongst media houses, business daily Mint 
tried the reverse model of keeping designations 
as few and flat as possible, but with limited suc- 
cess. In publications in the US and the UK, 
though, this is an accepted norm. Clearly, the 
last word on designations is yet to be penned. 


SANJAY SAKARIA 
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Revisiting An 
Uneasy Iruce 


by arun maira 


TRIPS, THE INTELLECTUAL PROPERTY REGIME 
(IPR) promoted by the ‘innovative’ pharma- 
ceutical companies of industrially advanced 
countries — is failing to stick in developing 
countries. And now, its premises are being 
challenged even in advanced countries. The 
principle propounded by TRIPS’ advocates 
is that innovators must be protected from 
competition so that they can earn adequate 
profits. They cite the high cost of developing 
new medicines to support their case. Their 
opponents’ case is founded on the principle 
that medicines should be affordable for the 
poor. They say that with assured profits un- 
der a monopolistic IPR regime, the rich 
companies have no incentive to develop in- 
expensive medicines. IPR in the software in- 
dustry, which follows the same principle of 
protection of the rights of innovators, is a 
less emotive issue than in medicines where it 
can be a matter of life and death. Neverthe- 
less, it is under threat too with Microsoft’s 
defence of its property rights rallying opposi- 
tion in many countries. In software too, the 
opposition’s case is founded on the need for 
greater access and affordability. 

The battles in pharmaceuticals and soft- 
ware highlight the need for a more evolved 
concept of IPR that fulfils the society’s need for innovations 
that can improve lives. The so-called ‘innovative’ companies 
in pharma, software, and other industries are producing in- 
novations within a framework of rules and incentives. Now, 
an innovation is required in that framework itself. This will 
challenge orthodox theories regarding property, ownership, 
incentives, and even about the process of innovation. 

Healthy economies operating along capitalist and free- 
market principles respect property rights, but also require 
accessible, non-monopolistic markets. People speaking on 
behalf of the have-nots, who attack prevalent regimes as too 
heavily skewed to protect the rights of the haves, are some- 
times painted as socialist and anti-capitalist. While those 
defending these IPR regimes too much could be painted as 
anti-free market. New concepts are unlikely to emerge from 
dead-end debates in which opponents dismiss each other as 
pro-Left or pro-Right. To develop innovative concepts, ideo- 





A long-term 
solution to 
the TRIPS 

stand-off can 
only come 
through 
listening to 
the other 
side's views 


logical lenses must be removed, and realities 
understood. And to understand realities, 
many points of view must be combined. 

When TRIPS was being introduced into 

India some years ago and resistance to it was 
mounting, an enlightened CEO of a pharma 
MNC sponsored a dialogue amongst Indian 
stakeholders. The outcome was the recogni- 
tion by all that the adversarial process being 
followed had contributed to the breakdown 
of trust among the parties. It was unlikely to 
produce the solutions that were required to 
reconcile conflicting objectives. The effect of 
such a process, they felt, would be the emer- 
gence of one of two likely scenarios: 
Principled stands: In this scenario, both the 
developed and developing countries stick to 
their principled stands and continue to ar- 
gue in a legalistic manner. Developing coun- 
tries continue to reject several aspects of 
TRIPS, while developed countries continue 
to insist on its full implementation. This to- 
and-fro debate leads to increased polarisa- 
tion and distrust between the two. 
Uneasy truce: In this scenario, the develop- 
ing countries reluctantly accept the current 
model of IPR. There are several voices of 
concern, but they remain outside the official 
negotiations. Responding to their internal 
pressures, developing countries continue to 
find loopholes in TRIPS. Thus, the tension 
between the developed and developing 
countries continues. 

All participants recognised that neither of 
these is a desirable or sustainable outcome. 
They projected that combined with growing 
concerns in the developed world, another 
scenario may emerge, that of the Crumbling 
Edifice, a scenario in which some developed countries, con- 
cerned about the impact of IPRs on their own populations, 
begin to question their own IPR model. The scenario analy- 
sis established that the key to avoid all these undesirable 
outcomes and find a better solution is a more inclusive 
process of engagement amongst different stakeholders. 

Unfortunately, the dialogue was aborted when the Indian 
government accepted the TRIPS regime. An uneasy truce 
seemed to follow, and then cracks were revealed. 

Clearly, a new model of innovation and IPR is required 
in pharmaceuticals, software and other industries. A sus- 
tainable solution must meet all principal stakeholders’ 
needs. It will emerge from listening to others’ perspectives 
in an inclusive dialogue, and not from ideological branding 
of opponents. 


Arun Maira isa management advisor and author 
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SHAPING THE FUTURE 


The po 


Focusing on the star performers alone no 


longer works - it is imperative to broad- 


base training now 


all it talent multiplication, 
managing the middle or 
broad-basing training, but 
thing is evident. 


fast 


one 


Companies are changing their 
leadership training strategies. Focusing on 
a select few A-level managers or star 
performers’ is today fraught with risks 
given the high rates of attrition. Instead, it 
makes sense to spread the leadership 
training to all levels. Those men out there 
in the middle, managing small business 
units or teams are as important to the 
company today, as the flamboyant leader 
at the front or even the high potential 
entry-level candidate. 

Till recently most companies ignored 


the middle or discounted the contribu- 


tions made by them. So compensations 
were not aligned to their performance, 
and no clear strategies were made to elicit 
commitment from the manager in the 
thick of things. In fact, a recent Mercer 
research on middle management in the 
UK points out how nearly 50 per cent of 
middle managers surveyed were seriously 
considering leaving their organisation. 

In India, where an acute shortage 
of middle managers is being faced by 
most industries, companies are increa- 
singly realising that this actually is the 
golden layer. The focus therefore, is 
shifting from the creamy layer to this 
crucial operational anchor. 

Says Kiriti Sen, group vice-president, 


HR, MIRC Electronics (ONIDA), 





er of 
ollective talent 





“Leadership training has now percolated 
down from just the top brass to middle- 
level managers who head business units.” 

Sen predicts that with attrition levels 
reaching 25 per cent in many companies, 
we are going to see a lot of training focused 
on middle managers as companies fight to 
retain talent. Also, as he points out, since 
the middle management group represents 
the talent pool from which future leaders 
will come, companies know they need to 
invest in a lot of talent management here. 

Indeed, the rising attrition levels is the 
reason why consulting firm, Accenture 
points out that focusing on star per- 
formers or high potential candidates is not 
a sound strategy. Not only is there fierce 
competition for star performers, making it 
difficult as well as expensive to secure 
them, but it is also tough to retain them as 
they tend to be individualistic. UPS, 
Marriott and GE are some companies that 
have successfully adopted talent multipli- 
cation principles to stay successful. 
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Organisational development consul- 
tant Santhosh Babu describes how there 
are two schools of thought - one that 
thinks that charismatic leadership is 
necessary for the success of an organisation 
and second, that charisma works well only 
in politics, non-governmental efforts and 
other fields, but in manage-ment, it is 
sound capabilities and ‘the power of 
collective talent’ that takes the company 
ahead in the long run. He points to ‘long 
surviving’ companies like IBM and Bata as 
examples of this second approach. 

Even in cricket, we have seen the 
example of the power of collective talent 
being successfully used. The Australian 
cricket team, coached by a management 
expert, John Buchanan focuses on 
winning the game through team effort 
and harnessing every player’s capabilities 
rather than relying on individual 
brilliance. The strength of the Australian 
team is that literally every player is an all- 
rounder with multiple capabilities. 

Similarly, many companies today train 
‘everyone on everything. According to 
organisational development experts there 
is no other alternative as there is too much 
churn. If employees have been trained for 
multiple positions, it is easier to move 
them up in the company. The business 
imperatives of today are also such that 
having domain expertise in one area is 
simply not enough. Take the CFO of 
today, who is so different from the finance 
head of the past. No longer is the CFO's 


nose buried solely in accounts, but instead 
he has to sniff out strategies to shore up 
the bottomline, introduce sustainable 
measures in the company as well as have 
an intelligent say in new technologies 
and HR. Which is why companies like 
Marriot insist that, say a finance intern 
also needs to work in other departments. 
The expectation is that if each manager 
knows the processes and systems of other 
units, there is better synergy between two 
departments leading to improved all- 
round performance. 

Several companies also have a policy of 
targeting ‘high potential’ candidates from 
the entry-level to the supervisory level 
and investing leadership skills on them. 
Take Airtel, for instance. It conducts 
a ‘Leadership is everybody's business’ 
programme wherein 30 high potential 
employees are provided training focused 
on helping them achieve personal mastery, 
team and leadership mastery, and business 
mastery. Explains Santhosh Babu, “The 
idea behind this exercise is that if you 
know how to manage yourself, you can 
manage others better. Second is the need 
to understand others, influence others 
and lead others. Third is to have business 
acumen and entrepreneurial skills.” 

But according to an emerging new 
school of thought, even this strategy of 
providing differentiated training to a 
targeted few candidates is not too sound. 
The danger of this policy is that a lot of 
untapped talent in the company goes 


unexploited and consequently leads to 
de-motivated employees. 

New tools and advances in training 
methodologies - such as e-learning 
modules and better measurement indices 
that now give you the ROI of training - 
are facilitating the process of training 
everybody. In the past, the logistical 
nightmare involved in training - assem- 
bling employees at a location and taking 
them off their work schedules for a 
session, meant that only a few candidates 
were trained. And they in turn trained 
others. But today, the whole logistical 
issue of gathering employees together for 
a training session is resolved through 
methods like e-learning. 

So what are the best methods of 
talent multiplication? 

According to Accenture, at the core of 
talent multiplication are four Ds - define, 
discover, develop and deploy. The first 
task is to define exactly what talents are 
needed to execute a business strategy. 
Then comes the task of finding the 
talent and introducing measures to retain 
them. The third task is to develop skills - 
both individual and collective and 
finally, to leverage the skills. 

Indeed ‘deploying talent’ can prove 
to be a goldmine for companies as latent 
skills of employees can be used to 
develop new streams of businesses. 


For comments and feedback on this article 
reach us at: purplepatch@bworldmail.com 





— Tripathi: 3 qualities for product planning 





Sanjay Tripatbi, 
division head, Product 
Planning and Strategy, 
India Yamaha Motors 
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The person has to think out-of-the-box, be very 
innovative and creative, has to be very well aware 
of the international trends in design, styling and 
motorcycle concepts. Product planning is an 
extremely satisfying career as it gives immense 
pride to the creator of the product if people 
actually riding the motorcycle are enjoying it. The 
three principal qualities are: 

€ Passion and commitment: Motorcycles are 
high-involvement products. We look for people who 
have a passion for motorcycles, who have the 
creativity to understand the designing and styling, 
this is an inborn talent and one can hone these 
related skill sets. Commitment levels should also be 
very high since product development has long 


gestation periods. It takes more than two years to 
develop new bikes. 

€ Keen observer: He should have a keen eye and 
understand customers’ demands, aspirations and the 
needs because he has to design according to 
customers' tastes. 

€ Knowledgeable: He should have a deep 
understanding of the market dynamics. Since products 
are designed much in advance he should be able to 
predict the trends, think ahead of the times. He 
should have a crystal ball to know designing and 
styling, new concept trends. and also the impact of 
new developments in future like improvement of 
road conditions and transport solutions on the 
motorcycle market. 





~ 


ALTERNATE VIEW 


easuring the impact of training 


or long-term economic benefits, it 

is important to look after assets 

carefully. Following this simple 
economic principle, companies are now 
nurturing their most important assets - 
people. And one way of increasing the 
valuation of their human capital is by 
imparting training. 

HR heads point out how training is 
no longer a feel good exercise but one that 
has huge business imperatives. Today, 
more and more companies are treating 
training programmes as an investment 
rather than expense. Clearly, then they 
are seeking returns on their investment - 
not only through a huge spike in 
performance and profitability but also as 
a means of retaining employees. 

But even as the volume of training 
has shot up, the measurement of the 
success of the activity still remains a little 
shaky. Typically, a few feedback forms, 
comments and suggestions are all that 
are made by way of evaluating impact 
of training. Anita Shantaram, director, 
Grid Consultants points out that training 
evaluation, finding the return on invest- 
ment and follow-up programmes need 
to be taken a bit more seriously. 

But the good news is that several tools 
and methodologies are now available to 
evaluate training. And Indian companies 
who have increased their training bud- 
gets in a big way are now demanding 
quantitative and qualitative analyses 
to justify the costs incurred on these 
exercises. Says Muralidhar Rao, president 
and COO, NIS Sparta, “ROI, a grey area 
in training, is now being addressed 
through measurement tools.” 

The benefits of measuring the impact 
of training are huge - not only does it lead 
to better compliance and all-round 
improvement in performance, but formal 
evaluation also helps improve the design 
of the training exercise to provide better 
value and increased benefits. 

Also, since a variety of training 
methodologies are today available to 
companies ranging from outbound, 
classroom and e-learning, evaluation 
helps in identifying the best method to 
employ. Through evaluation companies 





ROI is emerging as a primary tool for fore- 
casting and evaluating the benefits of training 


can also judge which are the training 
areas that need to be outsourced and 
whether it can be conducted in-house 
thereby saving on costs. 

So what are the checks and balances 
needed to make sure that investment in 
training yields positive returns? 

First is to make sure that you have fully 
understood the costs parameter - often 
companies take into account only the 
direct expenses, which may include the 
design and development costs of the 
exercise as well as the cost of faculty and 
materials. But as Kiriti Sen, group vice- 
president, HR, MIRC Electronics, points 
out there are a lot of indirect costs like 
the effort involved in mobilising people, 
the costs of rooms, equipment, the 
opportunity cost, the promotional costs 
and perhaps even the costs of evaluating 
the impact. So, on paper the expenditure 
incurred in training may only be one per 
cent of revenues but in reality it is bound 
to be closer to five percent of revenues. 

Other needed to be 
factored in efficiency and 
compliance. How much effort is involved 


parameters 
include 


in covering all the employees, the 
degree of retention of the learning, how 


much of the learning gets translated into 
practice by employees, the behaviour 
modification post-exercise and, finally, 
performance change. 

A variety of subjective and objective 
tools are used to measure these inputs. 
These range from feedback forms or 
‘happy sheets’ to charts that measure 


before the 


exercise, subjective tests to test behavorial 


productivity and after 
change and other performance measure- 
ment tools. 

Admittedly, certain areas like increase 
in productivity or reduction in mistakes 
are easy to measure through quantitative 
analysis, says Rajat Rakheja, associate 
partner in Training Alternatives, while 
performance change and behaviour 
modification - which need qualitative 
analysis - may be a little more difficult 
to track. 

At the end of the day, experts suggest 
that the best method to evaluate training 
is to treat it as a capital investment and 
use accounting techniques like ROI to 


measure maximum impact. 


For comments and feedback on this article 
reach us at: purplepatch@bworldmail.com 
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` head the team of senior business development 
executives and senior engagement managers. 
“Experience: 8-18 : yas n 
Location: Bangalore _ 
E-mail: 'ubhaskarGipsolt ca com - 


7 Job Code: CHMS7918 


2r C SENIOR UNIX ADMINISTRATORS - 
—. Job profile: Shoul id have experience in managing 


; enterprise class production cri critical Linux/Unix server 
. and storage environments — 


(o Experience: 5-15 yan 

Du - Location: Bangalore | 

soo Email baskaripsofca cm. 
“Job Code: 4457920 


x SENIOR RAD. ENGINEERS 


un < Job profile: Should work with: other members of 
RAD, systems, applications and networking to 
c design and build infrastructure management systems - 
s Experience: 4-M years 
3 ARS Location: Bangalore "ES 
coo Email: ibhisaripsftcom 





Job Code: usn 


GAP Miners is. a aweb b application start up 
< company. It. will be: launching three of their 


/—.,. products in next 2-3 months. GAP Miners was 


















er d starte d by pè ople w with rich voperineed in i4 


“assurance and business development globally, will 


established i in 1996, now handling - | 
transmission and distribution projects and 








LM currently has the complete capacity to perform. 
-as main. contractor to carry out not only 
turnkey ; power projects but also energy 

| ‘engineering projects and other related 


manufacturing activities, 


CIVIL SUPERVISOR 

Job profile: Strategic planning, leading quality 
control and supervision of civil works. Preparations 
and negotiations of BOQs with contract. Checking 
and certifying running account and final bills of 


contractor, supplier and agencies 
Experience: 1-3 years 
. ALecation: Delhi, Gurgaon & Noida 
. .fmail: director@gngpower.com 
-Job Code: 180091 


INVENTORY MANAGER 

Job profile: Responsible for dispatch of material and 
supervision, inventory managemerit (including 
production reports), stock maintenance, material 
collection as per schedule, coordination with 


production supervisor & labour charges vendors 


Experience: 1-2 years 

Location: Gurgaon 

E-mail: director? gngpower.com 
Job Code: C3179871 





<tekartha 
petes Gone ta iater 


Ekartha is a US-hased software development 
company which provides software products 
and services in the area of On-Demand 


. Software or Software-as-a-Service (SAAS). 
5 dts On-Demand development platform, Alice, 
_. isan internally developed distributed 
component framework, which allows its 
os  dients to make a quick and easy transition 


to building On-Demand software products. 


APPLICATION DEVELOPER (J2EE) 
. Job profile: Will participate in all aspects of 
. product delivery, including reviewing functional 
; specifications, technical architectures and 
Bue external interfaces 
s. Experience: 2-5 years 


finance modules and. have. good | 
-full life-cycle implementa ior 


Location: United Aral 







Location: Pune. 


: E-mail: jobs@ekartha.com | 


Job Code: C4180773 


QA ENGINEER 
Job Profile: Will develop test plans and test scripts : 


for the software, including black box and. 
performance testing, develop regression-testing 


methods using automated scripts and apply 
metrics to assess the quality of the software 
Experience: 1-3 years 

Location: Pune 

E-mail: jobs@ekartha.com 

Job Code: C1136258 


DEVELOPER: SAAS APPLICATION | 

Job profile: Will use Web 2,0 and latest open 
source technologies to design and develop 
On-Demand applications 

Experience: 3-5 years 

Location: Pune 

E-mail: jobs(@ekartha.com 

Job Code: (438566 





pans 


Arowana Consulting is one of the leading 
providers of business applications and IT 
infrastructure services. It delivers results to its 
clients by infusing their services with disciplined 
program management, global delivery models, 
proven skills in collaboration, and expertise in 
mobilising distributed teams and talent. 


ACCOUNTS OFFICER 

Job profile: Should have good experience on 
day-to-day- account transactions, bank: reconciliation 
handling general ledger, accounts receivable,” z 
accounts payable, payroll, handling petty dish CoU 
and various other áccountirig activities 

Experience: 4-8 years 

Location: Bangalore 

E-mail: naveen.kumar@arowanaconsulting.com 

Job Code: C1457033 


ORACLE APPS TECHNICAL CONSULTAN 
Job profile: Should have good experien eon 








Experience: 3+ years. 





E-mail: naveen:kut 'onsulting.com 
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E-mail: jobs @first-insight.com 
Job code: C3183466 
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T ENGINES | : 

b ofile: Should have experience in “ABAP. SAP 
id JAVA. Should have worked: micis on. 
using these skill sets 

(perience: 2-4 years 

tion: Bangalore v 

ail: anand.vishwanath@connectm.com =: 

b code: Cj457015 















t fe company. 






Q ENGINEER 











Cil 





ad up and archiving s systems; and 





di i - offer innovative monitoring and remote diagnostic 


seen ton maximise uptime. 


n t : SENIOR KERNEUHA ENGINEER 
dob profile: Responsibilities include design and 
kernel level programming in a HA storage system 
m with | file systems, volume managers and data 


protection software like a migration, 


data coalescing ; and CDP 
FE Experience: 7+ years” 

“Location: Hyderabad —- 

p E-mail: ravi. kollipara@quantum. com 
E um code: ean | 


"n STORAGE SYSTEM SOFTWARE ENGINEER 
T job profile: Responsibilities include design 
1 and implementation of core system software for 
disk-based backup and disaster recovery solutions 
cu der Tiered Storage System Division 
e “Experience: 7+ years. 
23 . Location: Hyderabad 
e - E-mail: ravi. kollipara@quantum, com 


Job code: quus | 


T TEST TOOLS DEVELOPER. 
Job profile: Should have knowledge of storage 
VER “protocols like NES, CFS, 4$CSt and FCP programming 
tg ; “experience i n C and cd required 
UE T Experience: 35 years - 
Location: Hyderabad - 

T : Email: ravi. kolipara quantum à com. 











RE SUPPORT ENGINEER. — 
yrofile: The candidate is required to interact 
stomers, good troubleshooting skills to s 

Imi queries, work onthe es suppo 











architectural and designing responsibilities, good 
designing architecture experience, design/validate/ 
audit and fine-tune data warehouses 
Experience: 3-5 years 

Location: Hyderabad. 


l Email: jobs@appsassociates.com 
Job Code: C3180286 


TECHNICAL LEAD 


Job Profile: Should have extensive knowledge 
of Otacie Apps Design, development and 
implementation methodology 

Experience: 3-5 years 

Location: Hyderabad. 

E-mail: jobs@appsassociates.com 

Job Code: C)182323 





o Q Ẹ T4 Ra eT 4 
bros b bos S dum 
EE ARENIS S 


Qualcore Logic id “Mixed Signal iP and ASIC 
Realisation company offering a portfolio of 
Digital and Analog IP and full range of design 
services. The company is headquartered at 
Sunnyvale, California and has its design centre 
at Hyderabad, India, 


ANALOG DESIGN ENGINEER 

Job profile: The candidate should understand. 
the market requirements and develop 
specifications, perform trade-offs between 
various parameters to come up with an attractive 
low power design specs 

Experience: 5-12 years 

Location: Hyderabad 

E-mail: careersc?qualcorelogic.com 

job Code: C3458013 


VO PERIPHERY DESIGN - MANAGER 

Job profile: Should have experience in designing 
VO and analog circuits such as, LVDS, HSTL, SSTL, 
and LVCMOS, PCle; PCI, PCIX 10 

Experience: 5-10 years | 


Pas Location: Hyderabad - 
E E-mail: aree 
|. job Code: C1457800- 





rs@qualcorelogic. com 


For more details please log an to 
http /purplepatch.clickjobs.com apnd > 
apply for jobs . Now as a registered user. 
you can apply for Jobs by mobile. Just type 
APPLY <jabcade> and send io 55050 


“idiss Premium job Portal P. 
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Rede CIRCLE EHEAD-SALES | 


oo Email: éniginforibvén odd com. 


us Location: Chennai, Bangalore & J Ahmedabad 





ICS(S), a interactive care 
staffing, recruitment, man 


~ job profile: Responsible for developing tec | 
©: business plan, handling all. corporate accounts, : 


vendor management, planning, scheduling & - ; E eU 
monitoring of all the project management for cee T SECURITY) - Ps, 
| iuo deb profile: Should hive experience in it 
consumables, smart cards, i security and 
> hardware sales etc. oo 
: Experience: 3-12 years | | 
Vx “Location: Delhi, Chennai & Pangalore 
E-mail: renu@samrae. com- 


t lob Code: 457298 


huge roll out of network 
Experience: 11-17 years 
_ Location: Chennai, lime à Ahmedabad. 


Job Code; C)182938 - 


CIRCLE HEAD TELECOM 
Job profile: Setting up of infrastructure for BTS 
sites, project planning, implementation &- 
management of various activities. like surveys, ; 
civil woks and electrical works — 70 

. Experience: 30-17 years . 


5 | ‘E-mail: Kin@informativeword. com. 
Job! Coder £ 0183388 







: THE HUMAN 3 


| The Human Capital founded diy professionals | 
with rich experience. of different iT domains, we. 
belleve we understand d better the needs of both. 


ea Businessworld 


En : ae S professionals in in the pen ne fies S banking and 
oe m ard d industry 


SALES. MANAGER (REGIONALINATIONAL) 


ui “PEOPLESOFT CONSULTANTS ` 
dob profile: Must have worked on one. 
Sis PeopleSoft financial and supply chain. 
management project = 
P Experience: 2- 13: years 
a Location: Bangalore = ; : 
coy Email indu@samrae. com | : 
duel job Code: 457382, 


8 E ANALYST - 


-Job profile: Should be a business als with 


21 44 years experience 
Experience: 4- at 14 4 years 























yundation in 1994. 
fessional 







Experience: 9-12 years 
Location: Delhi, Mumbai, Chennai, Bangalore, 
Hyderabad & Pune 

E-mail: taj@symbiosisnetwork.com 

Job Code: C3457865 


MAINFRAME PROFESSIONALS 


Job profile: Should have minimum of 3-8 years 
of experience in mainframe skills Cobol, JCL, DB2, 
Vsam, should be à BE/MCA/MSC computers/ 
BTech/MTech 

Experience: 3-8 years 

E-mail: hemalatha&?symbiosisentwork.com 

Job Code: C1457871 





Mangalam Placement Pvt. Ltd. is 10 years 

old company and active in all segments of 
the industries. Mangalam Placement is a 
professionally managed manpower placement 
consultant specialising in placement at the 
senior and middle management level. 


SENIOR MANAGER-MATERIALS 

Job profile: Responsible for inventory management 
of maintenance stores vendor development, their 
evaluation and review 

Experience: 10-12 years 

Location: Mumbai 

E-mail: neena@mangalamjobs.com 

Job code: CJ457915 


MAINTENANCE MECHANIC 


Job profile: Responsible for maintenance 

of equipments of utilities of a petrochemical 
plant comprising. of industrial high pressure 
water tube oil fired boilers, DM water. plant and. 
multistage boiler feed pumps 
Experience: 4-6 years 

Location: Mumbai 

E-mail: neena@@mangalamjobs.com 


^^ geb code: CJ457910 


QE SERVER 


Job profile: Should have hands-on experience «— — 


in software testing on server side with test case P 
execution, experience of automating test cases 
using Perl and Shell Scripting | 

Experience: 3-9 years. 


Location: Pune D 
E-mail: varsha. c@mangalamjobs. com 
Job code: C457903 Lu 
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|" Wien Memes Coming ! BEEN ts, is a team ot about 100 
exim Services Private Limited is now a fast Nonne Human Corsling hasa De S MNT | 
wing company providing fully integrated is sim 

iple resourcing and related advisory B 
vices. Within a short time of operation; it. has zi 
ated a niche for itself in the IT & ITeS wien: 

























A - SEE BEYOND 4.5.x E 
ob profile: Responsibility to work on a project. ` Us 
san application administrator with SeeBeyond/ | = à fest p dient s 
iQ, application administration and production: —^- & doce deals: at high levels rep DM T" — track and analyse test seuls a wok dosely - 
upport ^. Experience: 5-8 years v en ee x Rs "o “with the developers/QA to analyse is issues sand. 
Experience: 4-8 years Location: Coimbatore —— fellow up on them until resolution - : 

Location: Chennai Email jayashmi@taenttontone co com. NOS Experience: 842 years : 
















































-mail: EDS Jobs@askexim.in < dob code: Qna ar DE ONERE : | Location: Bangalore d 
jp code: C3173900 MU ue s uu Email: wies omia com 
a ; Key ACCOUNTS MANAGER : mu 1 - dum ro code: CST. vs 
 ANSYS/ABAQUS ENGINEER oU deb profile: Should provide. a single point . ae 
lob profile: Should have 2-4 years hands on ` ` interface for elbee product. and service offerings, 
experience i in Ansys/Abaqus, good knowledge - develop strategies: for revenue panetation and 2: to 
of basics in structural and/or thermal CAD . retention of kay anton cuo OUR x oe engineers, Ti 
background Experience: 4-7 years _ cen IN AM the team io devel lop Moved and expertise 
- Experience: 2-10 years Location: Chennai & Bangalore #, crys 








Location: Bangalore. - . 'Email:jaya lakshmi@ta lenthomhome com: 
: mail BOSCH. Jabs asken. in job code: 0184076 piigi p 





- Plus. 


S EA 





. Plus HRMS has established itself as a successful invensysit isan m" IT professional staffin ing 


. executive s search firm and carved a niche in this... services concern. Our specialised areas a P 1 ces : 

c competitive industry. . eperations ¢ are headhunting and. executive - b. E l Talent Ce Comer HR Services Pvt Ltd. is a leading 
- ^. search of IT professionals for permanent and < offline recruitment consultant based in Mumbai. 
- WEBMETH OD ARCHITECT -< contractual assignments i in India and aren iis its valuable | experience and research in various 








: ob profile; Should have 3 years of web m the goes fore out cients. ES UM une did high qay plscninent services. 
"methods experience, which would include E: Ai ac EPBEGD E 

, integration server, broker, workflow, messaging PHP DEVELOPER. Ern . QS ENG 
.. and trading networks . -Job profile: Should hove — — in LO _Job pro 
. Experience: 8-12 years .— Java Script, mySQL, Xamp, Apache. - NL I 
“Location: Chennai - i Experience: 3-5 years. 
«mail: saravanan@plushrms.com ko Location: Hyderabad 
ob Code: C3456944 | M Emili vamsi 



















. SENIOR DEVELOPER - 

- Job profile: Should have experience in 

. implementing B28 and/or A2A integration 
. projects and web methods products 
Experience: 4-8 years 

_ Location: Chennai 


For more details please log on te 






hip purplepatch. clickjobs.com and 
apply for jobs . Now as a egere dier, 
you can apply fer Jobs by mobile. du 


APPLY «jobcode> and send to 3! 









pe requires team leadership and marketing skills 
$ Experience: 1-12 years 








9 SALES ENGINEER/SALES 4 EXECUTIVE 
Company: Crown industrial Suppliers Pvt. Ltd. 


job profile: Marketing of bearings, belts, roller 


chains etc. to industrial OEMs and actual users. 
Also developing dealer network in upcountry 

- industrial towns. Managing: all sales related 
activities for different products 

Experience: 0-5 years. 

Location: Mumbai 

E-mail: info@crown.netin 

Job Code: C457945 


SALES ENGINEER 

Company: Esource Global HR 

Job profile: The job will involve sales and 
marketing with extensive travelling within 
Mumbai, and outside Mumbai if required. 
Business development in.a range of iTV 
related clientele, to achieve targets and 
increase market share 

Experience: 2-5 years 

Location: Mumbai 

^ E-mail jennifer@esourceglobalhr.com 
Job Code: C3457389 


MANAGER-ÜNTERNATIONAL BUSINESS 
- DEVELOPMENT) 

Company: Accord Consultants 

Job profile: Candidate must be Engineer plus 

MBA. Capability of independent handling of 

markets/business development is desired. 
Team leading experience is must 


5 Experience: 4-8 years. 


Location: Noida 
E-mail: acs.accord rediff.com 
Job Code: C)183041 


SALES DEVELOPMENT MANAGER 
Company: Sage Technologies 

-Job profile: The role involves to form & lead 
team of 8-10 members; Hire team of agents & 

.. advisors, train them and manage to generate 
the life insurance business. The position 


n: Pune & & Solapur 
ma sstivastava@sagetl com 


Experience: 240 years - 
R Location: Delhi, Gurgaon & Moie 
; Email: ashish. bcr edem 
Jobi Code: 181608 wo 








^ SALES ENGINEER - 


Company: Hitech Placements 


Job profile: ‘Should be a BE graduate in 
electronics & communications/electrical & 


. electronics, should have experience in 


sales.& marketing of electronic oN &. 
safety systems 

Experience: 2-3 years 

Location: Bangalore... 

E-mail: pushpa567@gmail:com - 

Job Code: C3183937 | 


AREA SALES MANAGER 
Company: R5 Solutions Pvt. itd. 
Job profile: Managing sales team across | 
Delhi NCR, Planning & priortising actions in 


regards with the targets, Generate sales from < 


new and exisiting clinets across Delhi NCR 
Experience: 2-5 years... : 


Location: Delhi, Gurgaon; Noida & Faridabad 


E-mail: jobs@aismb. com | 
Job Code: CH83427. 


AMT M/BUSINESS HEAD: INSURANCE 
Company: Accord Consultants 


Job profile: Will be handling team of 2-6 Tis. 
and telecallers, preparing team performance 


report, workflow analysis, p anning and: 
execution of team promotion, take care of. 
logins, coordinate with sale team setting 
team target 
Experience: 2-7 years 
Location: Delhi, Gurgaon, Noida, Faridabad, 
Ghaziabad & Meerut 

E-mail: acs. aroile eais com 
Job Code: ena 593. 


ie. 3. 6 years 


Location: Chennai . 












F in a i particular t tecttory 

. Experience: 2-5 years’ 

Location: Chennai pt 
E-mail: hr4nation; ee cm - "e 
Job Code: C)172571 


SENIOR SALES. EXECUTIVE © 
Company: Admina Consultancy - 

Job profile: Should have total 105 years 
experience of which atleast 4-5 in direct - 
selling to the construction industry, should. 
have worked in the construction industry 
preferably selling product catering to 
construction site requirements 
Experience: 8-13 years. 

Location: Mumbai 


“E-mail; admina7 gmail.com 


Job Code: 1457897 


SALES PROFESSIONAL 

Company: Capparris Nest Enterprises Pvt; Ltd. -- 
Job profile: Candidate should be MBA. 
(marketing) with good communication skis 

and presentation skills 

Experience: 0-2 years 

Location: Chennai & Bangalore 

E-mail: resume@eapparisest. com 

Job Code: OTE 


SALES MANAGER-LIFE INSURANCE 
Company: Gennext Executive Search | 
Job profile: Would be responsible for 
generating life i insurance business in and 
around Delhi, should build and retain a 
team of 12 

Experience: 0-6 years 





S n Location: Delhi & Noida 
Du Email gennedsearch@gmailc com 


For more details please log on to 
http-//purplepatch.clíckjobs.com and 
apply for jobs . Now as a registered user, 
you can apply for Jobs by mobile. Just type 
APPLY «jobcode and send to 55050 


CUCKICESS d : 
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HEAD HR 

Company: GlobalHunt india Pvt. Ltd. 
Job profile: Responsible for understanding 
human resource needs across different 
regions and translating into efficient and 
effective implementation of HR processes 
and strategic/palicy 

Experience: 12-15 years 

Location: Ahmedabad 

E-mail: jobs@globalhunt.in 

Job Code: CJ178761 


PLANT HEAD 

Company: Focus Executive Search 

Job profile: Should have experience in 

RMC or as plant incharge. Plant operation 
including man management. Independently 
handling and resolving machine breakdowns 
in the plant 

Experience: 6-10 years 

Location: Delhi, Gurgaon, Noida, Chandigarh, 
Faridabad & Jaipur 

E-mail: anshu@facusexecutive.com 

Job Code: C1180276 


CLUSTER HEAD - TELECOM 
Company: Newage Consultants 

Job profile: This role is responsible 
for revenue & profit delivery for all 

RIC products in the assigned 
geographical cluster {including Phase il 
towns} - the role needs to coordinate 
closely with commercial & CC in 
fulfillment of tasks 

Experience: 8-14 years 

Location: Chennai 

E-mail: newageconsultantsi? gmail.com 
Job Code: (4457442 


VP-PROJECTS 

Company: Job Cookies 

Job profile: Should have experience in 
engineering & infrastructure projects, 
budgeting & project planning 
Experience: 20-29 years 

Location: Mumbai & Kolkota 

E-mail: pranavi@iobcookies.com 

Job code: C1458016 


Businessworl 


FACTORY HEAD 

Company: Laporte Management Consultants 
Job profile: Must head the operations 

of the unit and will be reporting to the 
managing director 

Experience: 12-20 years 

Location: Pondicherry 

E-mail: rhea@laporte.co.in 

Job code: CJ183623 


HEAD - OPERATIONS 

Company: Laporte Management Consultants 
Job profile: Heading the entire operations 
of the factory 

Experience: 15-20 years 

Location: Pondicherry 

E-mail: rhea@laporte.co.in 

Job code: C3457922 


VICE PRESDIENT 

Company: Pegasus Staffing Solutions 

Job profile: À BE/ME (civil) with 10 years 
experience, prior experience in working with 
construction of multistoried residential/ 
commercial/teading developers is a must 
Experience: 10-15 years 

Location: Bangalore & Chennai 

E-mail: admin? pegasusstaffing com 

Job Code: C3142051 


GENERAL MANAGER - MPLS, GMPLS, 
BGP 1515, ATM, FRAME 

Company: MAH India 

Job profile: Person will lead a team size of 
60 pius, should have managed team sizes of 
50-75 people for the last 2-3 years. Preferred 
from a strong multinational background 
Experience: 15-20 years 

Location: Bangalore 

E-mail: chandans@mahindia.com 

Job Code: Cj457785 


CEO 

Company: Needs & Solutions Placement 
Consultancy 

Job profile: The incumbent will be 
responsible for the day-to-day running of 
the stores, plan and execute opening of 


new stores. The candidate should have a 
cosmetic industry background 
Experience: 10-13 years 

Location: Bangalore 

E-mail: jobs@needsmail.com 

Joh Code: C1166339 


@ HEAD-OPERATIONS - PAINT INDUSTRY 


Company: Pegasus Staffing Solutions 
Job profile: Should manage production 
and engineering functions in the plant, 
bring continual improvements to align 
processes to meet customer's flexible 
requirements 

Experience: 15-20 years 

Location: Chennai 

E-mail: admini pegasusstaffing.com 
Job Code: CJ156023 


® HEAD HR 


Company: GlobalHunt india Pvt. Ltd. 

fob profile: Responsible for understanding 
Human resource needs across different 
regions and translating into efficient and 
effective implementation of HR processes 
Experience: 12-15 years 

Location: Ahmedabad 

E-mail: jobs@globathunt.in 

job Code: €J178761 


@ ASSOCIATE VP 


Company: Talent Corner HR Services Pvt. Utd. 
Job profile: To proactively acquire, grow 

and manage HNI clients by providing 
financial planning services & offering 

advice on wealth management products like 
mutual funds, equity, insurance and PMS. 
Experience: 3-5 years 

Location: Mumbai 

E-mail: careersc?tcmail.co.in 

Job Code: Cj456794 





a » SENIOR Fi FINANCE ANA 





Experience: 5 years 
Location: Mumbai. — — 
E-mail: rajaantibiotics1 T@rediffmail.com 
Job Code: (1457933 





# 


9 MANAGER ACCOUNTS AND FINANCE 
Company: GlobalHunt India Pyt. Ltd. 
Job profile: Responsible for general accounting 
and finalisation of accounts on monthly, 
quarterly and annual basis as per indian GAAP 
coordination with internal; statutory and tax 
auditors; MIS reporting as per corporate 
guidelines and requirements, familarity with 
US GAAP. may have preference 
Experience: 5-8 years 

< Location: Noida 
Hs Email: jobs@globalhuntindia, com 
< Job Code: (456910 








* MWEALTH MANAGER 
Company: Gennext Executive Search 
Job profile: To do financial planning of the 
customer, support sales team for getting HNI 
customers, visit/advise the customer on day-to- 
day basis for all-his needs; get customers 
investments done/reshuffling his portfolio 
Experience: 3-6 years 
. ... Location: Delhi, Gurgaon & Noida 
DU E-mail; shallu.sardana@gennextsearch.com 
Joh Code: C1182308 





@ MANAGER - FINANCE 


Company: ideal Placement & Consultants (P) Ltd. 


Job profile: The candidate shall-be responsible 
for all aspects of costing, MIS, budgeting, 
accounts, fund management and auditing etc. 
Experience: 4-6 years 

Location: Goa | 

E-mail: hradm@idealconsuttants, com 

Job Code: (457924. 






* » FINANCIAL CONTROLLER - 
. Comp ny: Pegasus Staffing Solutions 
j i must be a CA Inter/ 
abi ities i in the 


ar "EM Company: ‘BS Tale; 
< Job profile: To handle all accounts upto finalisation =- Job profile: S 3 b 
kp aus d | experience in core e facil; analysis prey ee the ae 
in IT/ITeS segment, budgeting, forcasting, cash - $i 


management and financial analysis 
Experience: 5-8 years 

Location: Bangalore 

E-mail: post@jobwings.ca.in 

Job Code: Cj457534 


ASST. MANAGER FINANCE | 
Company: Talent Corner HR Services Pyt. Ltd. 
Job profile: Responsible for preparation of 
reports estimating funding requirement for 
presentation to various banks/financial 
institutions for the groups project endeavours 
Experience: 1-7 years 

Location: Mumbai 

E-mail: careers@tcmail.co.in 

Job Code: C3457726 


FINANCE CONTROLLER/MANAGER 
Company: Websol | 

Job profile: Should to take care of 
complete finance departmerit; all taxation 
responsibilities, like VAT, LT; service tax, 
imports/customs duty etc. 

Experience: 10-17 years 

Location: Hyderabad 

E-mail: websoljobs@gmail.com 

Job Code: C)172388 


MANAGER FINANCE & ACCOUNTS 
Company: Admina Consultancy 

Job profile: Knowledge of foreign 
exchange transactions and procedures 

a plus and knowledge in finance 
Experience: 15+ years 

Location: Mumbai 

E-mail: admina7@qmail.com 

Job Code: C4457030 


REGIONAL FINANCE MANAGER 
Company: aDDs Consultants: 

Job profile: Responsible for summarising 
the business's financial position in areas of 


income, expenses, assisting the preparation. of 


strategic plans, budgets. and financial forecasts 
Experience: 5-12 years ——— | 
Location: Mumbai 






E-mail: darshini@addsconsultants. com ITI 
Job Code: C3456996 S 


IPLE PATCH 



















: E E-mail:  globalmanagement2007 Gyahoo,co com - 
-3ob Code: ot 753. | | 


| ACQUISITION MANAGER 


(CREDIT CARDS) | 
Company: Career Path Placements. 


_ Job profile: Responsible for selling credit 


cards and cross selling ef i insurance products, 
should involve i in direct sales of the product : it 
Experience: 1-3. yan bano 
Location: Chennai 


E-mail: bala. careerpath ogni. com 
Job Code: CM56789 . 


SENIOR MANAGER FINANCE 
Company: ASM Engineers. 

Job profile: Should be a senior finance 
manager having 5-10 years experience ín... 
finance, accounts, exposure to Co-secretary 
function will be an added advantage 
Experience: 5-10 years 

Location: Gurgaon 

E-mail: asm.consultants@gmail.com 

Job Code: C1184069 


- CENTRE MANAGER 


(CONSUMER FINANCE) 
Company: Career Landmark Placement Services 


-Job profile: Should ensure quality 


acquisition of dients & retail penetration 
in all segments, support subordinates in 
all aspects of branch functioning like cross 
sell, sales & services culture 

‘Experience: 5-10 years. 

Location: Mumbai 

E-mail: clandmark.vaibhavi@gmail.com 
Job Code: C3183665 












For more details please log on to 






http./purplepatch. clickjobs.com and 






apply for jobs . Now as a registered user, 






you can apply for Jabs by mobile. Just type 


v <jobcode> and send to 55050 
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Make your career in holidaying! 


hindra Holidays and Resorts India Ltd. (MHRIL), belongs to the 
‘ctor of the USD 6 billion Mahindra Group. As pai 
ading lifetime family holidays company is looking for se 
individuals for positions across verticals and locations, — 
SENIOR MANAGEMENT fe 


egional Managers - Projects (Mumbai & Chennai) — de 
© B.E (Civil) / B. Arch., witl tal experience of 10-12 years and relevant experience. of m 

_ 4 years in infrastructure companies / architectural consultancies / PMC companies / hospitality - 
. companies to design / execute hotels, resorts & hospital projects is a must. Experience at senior 
. management levels is desired * Knowledge of civil construction, interiors, services, M&E and 
-ISO 9000 and ISO 14000 is preferred. Pm 
| 5ite Managers - Projects (various resort locations) 
c0 * B.E (Civi / Dip (Civil), with total experience of about 10 years and relevant experience of 
E : 5-6 years in handling execution of hotels, resort, hospitals or multiplex projects. 
Marketing Managers (Chennai & major metros) D 

_ * Enthusiastic and self-motivated graduates / post graduate MBAs with 5-8 years of experience in — 
. Zonal Accounts Manager - (Bangalore & Delhi) ee pus 

_ © CA / ICWA professionals with 4-6 years of accounting experience * Good understanding of 
| laws and other corporate statutes, — = EO E e a E 
[ Channel Sales Managers. (locations across India) | | PC : i 

— .* Graduates / post graduates in the relevant field with a minimum experience of 3-5 years in BIE 
| X orB2C selling * Should have prior experience of handling channel sales. < | Voale er 
| IT Manager - North (Delhi) EOD 
| * Engineer / MCA / Graduate with GNIIT equivalent with 5-6 years of experience in IT _ 
infrastructure * Exposure to management of and support to application software is desirable. | 
| Human Resources Managers (Mumbai / Bangalore / Kolkatta) | | VN 
| @ Graduates with a professional degree in HRM from a reputed institution, and having an- 
experience of 6 years, managing a large field force with a professional organisation * Should have 
been exposed to professional HR practices, training & development, performance management 
and other developmental interventions. 


JUNIOR. MANAGEMENT 

Venue Consultant (locations across India) 

* MBA / Graduates with 1-3 years of direct sales experience preferably with banks, insurance, 
telecom or timeshare companies * Candidates must be self-driven, highly professional and 
aggressive * He / she must own a two-wheeler * Freshers can also apply. 

Sales Executives (locations across India) : Ce ee Lu uou 
* Young & dynamic graduates with good command in English and a good track record of 
successful customer acquisition + Hard core selling skills, high integrity and command over local — 
language preferred with 1-3 years of experience * He / she must own a two-wheeler. 


All positions are full time and open to deserving male and female candidates. Salary will 
be commensurate with qualifications and experience. Interested candidates may send in | 
their detailed resumes within 7 days to careers? clubmahindra.com marking the |. 
subject as positions applied for. : 


Mahindra Holidays and Resorts India Ltd. 
Mahindra Towers, 17/18 Pattulos Road, Chennai - 600 002. 
www.clubmahindra.com T 

Prospectus nha onthe website of SUB! at wunwsebigovim andthe vempeclvewchater of e BRI a ee Rd n e Dra Red Mer Prospectus with SEBL The Dra Rad Harring 


rien mre 












-. | TEAM LEAD - JAVA E ur 
ET Company: Swasthik sahits Solutions Pvt. tud. 


Java, Java jee, XML, 1S ISR JDBC. s Struts UML 
^. J2EE, design pattem 2 
< Experience: 5+ years 
` Location: Chennai a 
Email: deitatis «om. 
: en code: 181860 — | 




























tewillbeaSAP —— 


and prn 
Dr E h inmin 2 2 
Cu pisi implementation experience - 


v Experience: T* years « of total and. 3+ yen a qe 


r SM Macario o software Pvt ‘itd, 





: ae job profile: Should have over 3 years T 
experience in C++ development, experience in 
um : i .. doss platform Ul development, knowledge in 
Job profile: Should have strong. Knowledge in in * seg design patterns, experience in multithreading ` 

2 (^. design and programming Us 

o - Experience: 3-7 years . 

E “Location: Gurgaon, israel & United States 
|... E-mail: eppui@smmacario.com 

us Job Code: €1456999 


PES AM- - TECHNICAL PROCESS TRAINING 
! ` Company: ! Mastermind Network 
Job profile: Responsible for content 
= developing. and facilitating: pre-process - 
v (foundation training) and on-going training 
/. programs for technical. queues, conduct 
.. training needs analysis & monitor and measure 
: results of training effectiveness 
T < Experience: 3-7 years 
-.. Location: Hyderabad 
E . Email: ashwarya@mastermindnetwork.co.in 
i Job Code: (1180759 


T FA MANAGER-CONTENT DEVELOPMENT 
Company: Gennext Executive Search 
- Job profile: Responsible for creation of 
D all training content for all the channels, 
p i understanding the requirements of various: 
channels vis-a-vis training, content development 
fine WS tor various channels 
ie d Experience: 542 years seins 
| Location: Delhi, Mumbai, Gurgaon & Noida 
ja sangeeta. singh@gennentsearch.c com E 


on experience in. PEU moup me 


! bangalore, Hyderaba ! 
Gurgaon &Noida — — 
E-mail: aimsindia@vsnl. com 


ITH CLICKJC? 


e: Person should have hands 










Job Code: (180824 


.NET DEVELOPERS 

Company: Suvin Solutions 

Job profile: We are looking out for .net. 
developers with 2-5 years of experience 
Experience: 2-5 years 
Location: Bangalore 

E-mail: suvinjobs@gmail.com 

Job Code: C3177405 


PLATFORM DEVELOPER (ZEE) 
Company: Ekartha (I) Pvt. Ltd. 

Job profile: Your most vital asset will be 
your knack for innovation and your ability. 
to conceptualise new technologies. You will 
use Web 2.0 and latest open source 
technologies to build new tools 
Experience: 5-8 years 

Location: Pune 

E-mail: jobs@ekartha.com 

Job Code: €/138568 


SOFTWARE TEST ENGINEER 

Company: Samrae Consulting Services Pvt. Ltd. 
Job profile: 3+ years experience in all 

aspects of manual software testing e.g. 

writing test plans, test cases and regression, 
functional, integration, performance testing, 


- preferably covering a range of languages 
"and technologies 


Experience: 3-4 years 
Location: Bangalore 


^. E-mail: bink@samrae.com 


Job Code: C3457844 


For more details please log on to 
http. //purplepatch.clickjobs com and 
apply for jobs . Now as a registered user, 
you can apply for Jobs by mobile. Just type 
APPLY <jebcode> and send to 55050 





India's Premium Job Portal 


| MANUFACTUR ING & ENGINEERING] 





» DP DV SHOP MANAGERIADVISORS 
company: Dev Motor Care Pvt. Ltd. | 
joh profile: Responsib! le for day- to-day 

 denting. painting management, preparing .. 















| motor claims and claim process 
Experience: 2 years 

Location: Mumbai 

| E-mail: jest com - 
dob Code: €3457919 








BM5- BUILDING MANAGEMENT 


o oo Email: ukn jobiGhtechmanpowercon 
as code: CH83655 - uS 


Le Company: Multiop. Placements : 

: Job profile: Will be: monitoring product. and. 

: “process performance, using data to identify - 

~~ and drive improvements | 

i. Experience: 2-5 years 
‘Location: Chennai 

E-mail: jobman2u@gmail com 


.. Email:ei 
: bt Code: 1457793. 





a - MANUFACTURING ¢ QUALITY ENGINEER BE nma 
BM pe PURCHASING SPECIALIST. 
I: Company: Wintek Technol ogy (india) Pvt ltd o 
Job profile: Should possess in-depth ` ; 
E knowledge i in value analysis/value engineering, i 
a ‘supplier development & management, 
000057 C order management | 
ire Been 24: years 


.. € SENIOR DESIGN ENGINEER 


Company: Personnel Network 
Job profile: BE Electronics/Electrical/ 





ae d COSTA Men: wine at est 3-5 years 
„estimates, having thorough knowledge ; abou to exeelle inh 


engg. onspecanet com. 


| PURCHASE ASSISTANT d 


Company: Hitech Placements | 


-Job profi le: Responsible fer releasing: 
purchase. orders for various consumables, 


equipments, gauges, hardware Items and 
computer hardware/software 


_ Experience: 1-2eyears. 

"Location: Bangalore ^. 04 
- ^£-mail: : sandhya@hitechmanpower.com 
> Job Code: 0457803. 


e ENGINEER - MECHANICAL DESIGN 
i: Company: Pegasus Staffing Solutions 
Job profile: Should perform engineering 
"Work related to the mechanical design; 
R procurement and construction aspects for 
modif fication projects of revenue nature & minor: 
< capital projects handled by the refinery 
Experience: 5.5: years 
~ Location: Dubai - ; 
xs E-mail: admin@pegasusstatfing com 
= Job Code: z091 55653 


years experience is desirable 
à Experience: 2-10 years 


Experience: 1-3 years 
Location: Bellary & Davanagere 
E-mail: hr@needsmail.com 
Job Code: C1145286 







AANAGER-ADMIN 
: josus Staffing Solutions - 






Location: Chennai : 


“E-mail: admin@pegasusstating.cc com 
-Job Code: 1457560. 


f INSTRUMENTATION MANAGER - 


Company: Talent Corner HR Services Pvt. ud. 


. dob profile: Should have knowledge on. 
field instruments like pressure transmitter, 
- flow meter, level transmitter, RTD ett 


Experience: 6-9 years 
Location: mumbai 
E-mail: careers@temail.co.in 


dob Code: Cup Toes 


| Qc CHEMIST 
Company: Talent Comer HR: Servicas f Pvt. ud 


Job profile: Responsibilities includes 
inspecti on of raw materials/in ínprocess. and - 
finished goods, etc. 
Experience: 24 years 
Location: Mumbai 

E-mail: careers@temai il.co.in 


3 Job Code: CH57648 


+ FACTORY. MANAGER 

. Company: GNG Group s 

* Job profile: Responsible for proper working 

< of the factory; should motivate employees vos 
towards their work and making them realise | a c : 

ae their potential j m meo US 


Far more details please log of fo 
http /purplepatch.clickjobs. com and 


apply tor jobs . Now as a registered user, 


you can apply for Jobs by mobile. Just type 
APPLY <jobcade> and send to $5050 


indias Preni job Port 



































Asse MARKETING MANAGER $ 
MARKETING MANAGER SERVICE 
Company: Esource Global HR 

Job profi ile: Marketing of service 


engineering and. support, new. aniio n : v : D ae 


- requirements and develop. sales. Maling 
techno-commercial proposals. provide 








customers with technical, service: support, Sues 


cost estimation and order execution T 
Experience: 2-7 years 
Location: Mumbai 


E-mail: jennifer@esourceglobathecom - de T 


job Code: C1457397 


€ BUSINESS DEVELOPMENT waa RT 


Company: Hitech Placements 
Job Profile: Should have worked for. 
consultancy (IT Recruitments), generating 


-progress on the agreed targets, plan ¿ and 
monitoring of receivables across. diens | 
Experience: 3 35yeas 
Location: Bangalore: pen 
E-mail: poomima2323 G gmail tom 
Job code: (183888 


@ TELE MARKETERS. | : 
Company: Flight Center Travels: Prt: ud. 
Job profile: You would. have to call back. 





À — MANAGER 
< Company: Consim Info Pvt. w 
HE Q Job profile: wilt be involved in concepuaiing 
us events, estimate, production, logistics, ` 
event setups, console meer and: 
UE event direction - : 
d . Experience: 35y years 
ee : x Location: Chennai - 
Ue E-mail: arepat Ooni, com 
uode en Code: 183331 
.. lead requirements, planning & recording Ww v 
on. MARKETING | HEAD 
< Company: Kaya Guru Health Solutions Pvt. Ltd. 
.. Job profile: Candidate. should be an MBA in 
Qe marketing and BD with ‘specialisation i in web- 
based business development, promation and 
ae brand management HA 


nce 14-6 years 


au i i : : ] E-mail: oe com 
€ Job G Code €1457798 


definite travel leads who are looking to d OD 


travel products from various tour and travel l d 


companies for their family holidays a and 
E business travel oo 


70 | PURPLE PATCH 


E » MARKETING M MANAGER 








pany: GAP Miners india Pvt. Lte: 


| ( Joh profile: Should have proven credentials us 


2 m Job. profile: To be in touch with print media, 
"n : n w ‘magazines: & planning right kind of advert | 
materials for the store 

m Experience: 2.3 years 


| d i E-mail: jobs D 
` Job: Code: on 








tion: Bangalore- 







EXECUTIVE - CLIENT SERVICING 


Company: ‘Needs & Solutions 


Job profile: You will manage and execute 
! advertising & marketing communication 


related projects for our various clients from 


`: conception to completion and should have 


flair for dealing with people 
Experience: 1-5 years... - 
Location: Bangalore 

E-mail: jobs@needsmail.com 
Job Code: 148928 


MARKET SURVEY ASSISTANT 
Company: Needs & Solutions 

Job profile: Should be visiting clients place, 
collecting data and preparing statements, 
follow up with clients, keeping records 
intact, taking appointment with clients and 
maintaining good relation with the clients 
Experience: 0-1 years 

Location: Bangalore 

E-mail: hr@needsmail.com 

job Code: (138636 


SENIOR EXECUTIVE - OUTDOOR 
ADVERTISING 

Company: Needs & Solutions 

Job profile: The incumbent will be required 
to meet varíous advertisers and ad agencies 
who require to put up hoardings in North 
india. The candidates should have good 
contacts in the industry 

Experience: 2-8 years 

Location: Delhi 


| ; E E-mail: jobs@needsmail. com 
EE eet Code: (179016 


For more detail visae ba on 1 : P | 
http; Jpurplepatch. clickjobis. com and 
Vind for PM Now asa a Fire use 


E, u— 
india's Premium Joh Portal 





Marketing 
Whitebook 


DOMOROQUUOMuAS PuyorAsew c 





- 





y your copy of the Marketing Whitebook, fill this form and mail it to us: 
Mr/Ms Address: 








State: Pin JOOOOD Te. CCQ CIE JC JEJE JEJE JE JL) 
LJIDIUIEIEEUJTEIEIE E-mail: Date of Bir LLL COCA EQ CUL [C] Education 





ation: Company Name: 








ation: 

e No/D.D. No. Dated: for Rs or charge the total amount of Rs 
ad "m, Ge D c"? N.OOOOOOOOOOOOOOOC 

member's name: Card expiry date: Pi GA E £3 6) Co Signature: " Date 





\ 


t Delhi: Sangeeta Biswas, Tel: 011-2370 2170-79; Mumbai: Reshma Yamsanwar, Tel: 022-24962601-09; Kolkata: Sandip Biswas, Tel 033-226 00745; Bangalore: Partha Bhadra, T el: 080-2 


» Raj, Tel: 044-2813 1278/9; Hyderabad: Suman Sarkar, Tel: 040-2331 7147. 


& Conditions: No extra charges for outstation cheques. Please allow 4-6 weeks for processing your subscription. Any request for cancellation of the subscription will not be entertained once the 


een dispatched. All disputes are subject to the exclusive jurisdiction of competent courts & forums in Delhi/New Delhi only. Offer valid till 3Ist December, 2008 
ade enquiry please contact UBSPD branches at - 


^A 


i: 022 66376922, 66376923; Bhopal: 0755 5203183; Bangalore: 080 22253903; Chennai: 044 23746222; Ernakulum: 0484 2353901; Kolkata: 033 22521821, 225229 | Q, 2252947 


w: 0522 22941 34; Pune: 020 4028920; Hyderabad: 040 23262573; New Delhi: 01 | 23273601 


Please tick the desired option: LJ | copy for Rs. 400/- [ ] 5 copies for Rs. | 800/- (1096 bulk discount) 





Tech Talk © 


CONNECTIVITY 


No Wires Attached 


Wi-Fi is set to 
become the 
next Ethernet 
network, with 
distinct 
advantages 


UNPLUGGED: 
Integration of devices 
and Wi-Fi will provide a 
clutter-free environment 


THE MILLER SCHOOL OF MEDICINE IN MIAMI IS ONE 
of the largest and best-known medical schools 
in the US. Housed in 60 buildings across a 2.5- 
sq. mile campus, it treats one million patients in 
a year. Six years ago, this institution took the 
first steps towards unwiring itself by buying Wi- 
Fi equipment from a Silicon Valley start-up cal- 
led Meru Networks. Today, wireless networking 
is a massive undertaking in the school, with ov- 
er 3,000 access points. It has revolutionised the 
way the institution functions. 

The school had trained trauma specialists to 
be deployed in Iraq. The teachers remain in 
touch with their students through the hospital 
wireless network. Doctors in the hospital do not 
always need to go on their rounds themselves. 
They can send a robot instead, and control it 
through the wireless network. When an accid- 
ent victim comes in, the portable X-ray ma- 


chine in the emergency vehicle takes X-rays anı 
sends them to the surgeon in advance. *Doctor 
tell me it saves 30 minutes and, often, the life c 
the patient,” says Frank Rodriguez, director c 
network engineering in the hospital. 
Hospitals, retailers and educational instituti 
ons were among the early adopters of Wi-Fi te 
chnology, also known as wireless LAN. Earl 
this decade, corporations started adopting Wi 
Fi for internet access with laptops. Now, whe’ 
the companies are going to the next stage b 
combining voice and data through Wi-Fi, th 
medical and educational institutions have be 
gun running video and high-resolution image 
through Wi-Fi. By the time the Wi-Fi standart 
802.11n is ratified and widely adopted by earl 
next year, many companies would have dis 
pensed with wires totally: for voice, data or eve) 
video conferencing. The Wi-Fi market stood a 
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1.3 billion last year and is set to grow exponen- 
ially in the coming years. 

Companies are now beginning to adopt the 
new standard 802.11n, and it could replace the 
wired Ethernet within a few years. "Wi-Fi wins 
the battle for the enterprise,” says Michael King, 
research director for mobile and wireless at 
Gartner. Companies are beginning to use Wi-Fi 

a total communications medium rather than 
jas to connect laptops. “The new standard is 

pening up opportunities,” says King. “With it, 
video and high-end imaging are possible.” 

The Wi-Fi ecosystem is thus in the throes of a 

ig change. Companies such as Intel, Atheros 
and Broadcom are developing and launching 
chipsets that are smaller and consume less pow- 

r, thereby making Wi-Fi a part of many more 
devices. The standard 802.11n offers the unbe- 
lievable theoretical bandwidth of 300 mbps, as 
high as wired Ethernet. New vendors such as 
Meru and the Israeli firm Extricom — Gartner 
calls them fourth-generation vendors — are de- 
veloping networks that are very easy to deploy. 
Security issues that plagued this technology till 
a few years ago are no longer relevant. 

The Ethernet was adopted widely across the 
world around the turn ofthe century. An Ether- 
net switch has a life of around seven to eight 
years. So, many ofthe networks that were set up 
in 2000-01 are nearing the end of their lifespan 
and would need replacement. It is logical to 
suppose that Wi-Fi will replace them. This is 
because of several factors: the maturity of Wi-Fi 
technology, the high bandwidth, the cost and 
inconvenience of wiring offices, convergence, 
and many other factors. The proliferation of 
Wi-Fi devices also helps. “Wi-Fi can soon be- 
come the ubiquitous connecting medium,” says 
Rahul Patel, senior director of marketing for 
Wi-Fi connectivity business at Broadcom. 

Mobility was the primary reason Wi-Fi was 
first adopted inside offices. It was difficult to 
provide too many wired ports inside a confer- 
ence room, and hence, Wi-Fi was doubly useful. 
However, things became difficult as the number 
of Wi-Fi devices kept increasing. Bandwidth be- 
came a constraint, and seamless mobility diffi- 
cult. On the other hand, voice handsets were 
creating another problem in the office. People 
changed their locations in the office frequently, 
and it was necessary to move their extension 
numbers with them. This meant frequent chan- 
ges in the voice network. A large number of por- 
ts was also making the workbench crowded. 

The current Wi-Fi technology will remove all 
these problems at one stroke. The old Wi-Fi sys- 
tems were different from cellular networks in 
one crucial aspect. In a cellular network, the ac- 








REUTERS 


cess point is in command. In a Wi-Fi network, 
the device is in command. Smooth hand-off is 
difficult when the device controls the connec- 
tivity. Expanding such a network would inter- 
fere with its functioning. The new generation 
networks have solved this problem by virtualis- 
ing the network, and making all access points 
seem like one to the device. "The device now 
does not need to know which access point it is 
talking to,” says V. Bhargavan, chief technology 
officer of Meru Networks. This seemingly sim- 
ple change makes deployment and seamless 
mobility considerably easier. 

Current Wi-Fi networks are capable of com- 
bining voice, data and video. In the Miller Sch- 
ool of Medicine, people use Cisco (the market 
leader in Wi-Fi equipment) VoIP handsets as 
their extension phones. Educational instituti- 
ons are also ahead of the companies. In the 
Morrisville State College in New York, archite- 
ctural technology students use Wi-Fi to run 
their 3D renderings in Autocad. Many students 
use their Wi-Fi networks for gaming. “It won't 
be very long before we use Wi-Fi for breeding 
and management of horses,” says Jean Boland, 
the college vice-president for IT Services. The 
college has a strong equine breeding pro- 
gramme. The Wi-Fi — 802.11n — is to be used 
to show the video of the moving horse moving 
to a potential customer. 

If we shift this example to a corporate set-up, 
Wi-Fi becomes the perfect medium to run a 
video conference. That will remove the mon- 
strous equipment from conference rooms and 
bring true mobility to this booming application. 


P. Hari in San Francisco 
p-hari@abp.in 
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READY TO ROLL: 
Mature Wi-Fi technology 
ensures trouble-free 
transition and access 
for all 


PLUS POINTS 


Trends that make 
Wi-Fi a better option: 


e increasing adoption 
of IP PABXs 


e Use of hetter 
chipsets in the infra- 
structure: a very 
recent phenomenon 


,9 Ability to manage 
traffic as access 
points intelligently 
allocate network 
resources 


e Proliferation of 
mobile devices: now 
notebooks are out- 
selling desktops 
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ENERGY 


Rising Sun 


FOCUSED RAYS: 
Concentrators and thin 
films can make solar 
cells more cost effective 


Technologies: 
encourage 
adoption of 
solar power 
by reducing 
costs 


TODAY, SOLAR ENERGY 
is one of the most 
expensive ways to 
generate power. 
That's because the 
key ingredient in 
solar panels — silicon 
crystal — doesnt 
come cheap. Global 
photo voltaic (PV) 
production jumped 
from 277 megawatts 
in 2000 to 3,800 
MW last year. In that 
time, prices for 
silicon ranged at 
€1,200-1,400 a tonne. 
As demand outstrip- 
ped supply, it touched 
€2,000 per tonne this 
year. Scientists are 





now looking at ways 
in which solar PV 
cells can use less sili- 
con, and lower costs. 
Breakthroughs in m- 
aterial sciences could 
be the key. 

"Some of the major 
disruptive technolo- 
gies are thin film and 
concentrator techno- 
logy,” says Yogesh 
Mathur, chief 
financial officer of 
Moser Baer (MB) 
India, solar cell man- 
ufacturer. Thin films 
are basically solar PV 
cells on a heavy duty 
diet — up to 80 times 
thinner. Concentrato- 


IMAGING: NEERAJ TIWARI 


rs, on the other hand, 
use concave mirrors 
to increase the amou- 
nt of light particles 
falling on a single 
solar panel. 

Tata BP Solar, one 
of India’s oldest solar 
power companies, 
has several research 
collaborations with 
other companies and 
foreign universities. 
MB has a dedicated 
R&D centre, and sha- 
res technology with 
several foreign comp- 
anies such as Stion 
Corp, SolarValue and 
Solfocus. MB’s invest- 
ments are in polysili- 
con nuggets, conven- 
tional silicon cells, 
amorphous silicon 
thin film modules 
and concentrator mo- 
dules capable of 500x 
light concentration. 

Unfortunately for 
thin films, they are 
more brittle than 
regular solar PVs and 
convert 8-10 per cent 
of the light they rece- 
ive into electricity as 
against the 20 per 
cent efficiency of 
regular panels. Still, 
global thin-film solar 
production has gro- 
wn five times since 
2003, from 32.8 MW 
to 170.6 MW last 
year. That’s because 
thin films use up to 
80 times lesser mate- 
rial. Other substances 
such as copper-indi- 
um-gallium diseleni- 
de, amorphus silicon 
and cadmium tellu- 
ride are being looked 
at as alternatives in 
thin film production. 
While these only con- 
vert between 7-10 per 
cent of the light they 
receive into electrici- 
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ty, they are alternati- 
ves in case of rise in 
silicon prices. 

Then there are 
solar nanowires, rou- 
ghly 300 times thin- 
ner than the average 
human hair. Harvard 
Researchers say that 
while nanowires 
convert only 3.5 per 
cent of the light they 
receive into elec- 
tricity, they could, 
one day be made 
from very inexpen- 
sive materials — ever 
rust. This will cut 
production costs 
drastically and make 
up for the low effici- 
ency. At the Massa- 
chusetts Institute of 
Technology, another 
group of researchers 
have been able to 
concentrate solar 
radiation up to 1,000 
times using a small, 
inexpensive array of 
mirrors. The heat 
generated is enough 
to instantly turn wat- 
er into steam. This 
could be a cost effect- 
ive way to heat buil- 
dings or even power 
steam turbine to 
generate electricity. - 

K. Subramanya, 
the CEO of Tata BP 
solar, says the newer 
material technologies 
are encouraging, but 
it will take 8-10 years 
before we realise the 
impact. According to 
him, silicon will be 
the dominant ingred- 
ient. Industry inside- 
rs remain optimistic. 
According to projec- 
tions, solar power 
will meet nearly 70 
per cent of our energy 
needs by 2100. 


f 





Pierre Mario Fitter 









DNA Via Motion 






Personalised medi- 
‘ine — in which diag- 
10stics, risk predic- 
ions and treatment 
lecisions are based on 
A patient's genetic 
profile — just got 
ccessible for the not- 
0 rich. A team of 
researchers with the 
US Department of 
Energy's Berkeley Lab 
has invented a tech- 
nique in which DNA 


or RNA assays — the 
key to genetic 
profiling and disease 
detection — can be 
read and evaluated 
without the need for 
elaborate chemical 
labelling. Based on 
electrostatic repulsion 
— in which objects 
with the same 
electrical charge repel 
one another — the 
technique is relatively 
simple and inexpensi- 
ve to implement, and 
can be carried out in a 
matter of minutes. 


Submerged Carbon 
Researchers at the 
Missouri Tree Ring 
Laboratory in the 
Department of 
Forestry discovered 


that trees submerged 
in freshwater aquatic 
systems store carbon 
for an average 2,000 
years, a significantly 
longer period of time 
than trees that fall in 
a forest (20 years), 
thus keeping carbon 
out of the atmosph- 
ere. The team studied 
trees in northern 


Missouri, a geogra- 
phically unique area 
with a high level of 
riparian forests 
(forests that have 
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natural water flowing 
through them). They 
discovered submerged 
oak trees that were as 
old as 14,000 vears. 


Quantum Leap 
Quantum computers, 
yet to be fully 
developed, would 
harness the strange 
behaviours found in 
quantum physics to 
create computers that 
would be able to 
process exponentially 
more information. If 
a traditional compu- 
ter were given the 
task of looking up a 
person's phone num- 
ber in a telephone 
book, it would search 
sequentially. A quan- 





however, could look 
at all the names in the 
book simultaneously. 
Physicist Llovd Holle- 


nberg and colleagues 
at the University of 
Melbourne in Austra- 
lia have created a 
new, hybrid molecule 
in which its quantum 
state can be intenti- 
onally manipulated, 
an essential step in 
building a quantum 





HOW THINGS WILL WORK 
With A Flick Of 





The Wrist 


Watches including 
PDAs, music and video players, like those 
in sci-fi movies are getting all too real 





IN THIS AGE OF RAPID TECHNOLOGICAL 
change, there is one ubiquitous 
item that seems not to have been 
touched by modern technology: the 
humble wristwatch. Of course, we 
have had electronic watches and 
quartz watches in the past decade 
or two, but the change has not 
created an impact on our lifestyle. 

It is not as if watches with fancy 
features had not been made. It is 
just that they were not commercia- 
lly successful. Seiko had marketed 
a wristwatch with a television as 
early as in the 1980s. They did not 
sell well as they were clumsy and 
inelegant. But now, with processors 
becoming more powerful and 
shrinking every day, watchmakers 
are able to put in a lot of features 
into the wristwatch. 

High-tech watches now come 
equipped with video screens, MP3 
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tum computer, 


computer. 


or MP4 players, PDAs, USB ports 
and wireless data transmitters. 
They are not as widely adopted as, 
say, PDAs and MP3 players 
themselves, but they are getting 
more versatile and sophisticated. 
Some of these watches are being 
launched by smaller companies. 
For instance, Epoq Multimedia, a 
US manufacturer of multimedia 
products recently launched a 
Windows wristwatch-mobile phone. 
In the future, how the wristwatch 
fares would depend on consumer 
tastes. Would someone want to 
discard a mobile phone and use a 
wristwatch instead? Converting the 
wristwatch into a computer is a 
possibility that some IT labs are 
looking at. We could then connect 
the wristwatch to a monitor any- 
where and use a virtual keyboard. 
But for this to work, the wristwatch 
has to evolve much more, while 
also attracting the larger phone and 
computer manufacturers. 


RESTAURANTS 


Heritage point 


Iranian THE RAINS SERENADE MUMBAI AS FOUR FAMILIES 
gather on a Saturday afternoon outside what 
restaurants appears to be a rundown restaurant. The 
serve up gentlemen sport Bulgari watches and the 
: ladies flash solitaires as they catch up on the 
nostal gla week gone by. Surely, this place, with its 
alongside peeling aqua walls, dusty crystal light fixtures 
and red-chequered table cloth, must provide 


Cups of more than a charmingly thrown-back 
chai and ambience. 


“Good Parsi bhonu (food); confirms Zen 
bun-maska Cassinath, a regular at Britannia, the 
legendary Irani establishment in south 





BRISK BUSINESS: Mumbai's business district, which swears by 
The 104-year-old the dictum, ‘there is no love greater than 
Kyani Cafe is a hot-spot the love of eating’. “In the 1950s, there were 


for Mumbaikars 350 Irani restaurants,” says Romin Kohinoor, 















artner at Britannia. "Today, only 
5 of them exist." 

Most Iranian restaurants 
tarted out as tea joints. “When 
ranians came to India in the 19th 
entury, they were in search of a 
etter livelihood,” says Aflatoon 
hokri, second-generation owner 
f the 104-year-old Kyani Café at 
arine Lines. "At that time, 
Mumbai was already home to the 
Parsis. A couple of Iranians 
'orked in Parsi homes as 
caretakers, and met in the 
evenings to discuss the life they 
had left behind, and their future 
prospects. One such evening, a 
man served tea to everyone and 
charged them a token amount. 
The result — a new business was 
born. This was the beginning of 
probably the first Iranian café.” 

The cafes grew in size, giving 
rise to many 'ancillary services' 
such as bakeries and ice factories. While eedu 
(egg) and custard specialties evolved, it was 
Irani chai and brun maska (hard-crust bun 
with butter) that ruled the hearts. The race for 
attracting crowds and increasing profit 
margins, however, led to more diversified 
menus. Some, such as Café Mondegar (its star 
attraction 
over the generations being its jukebox) 
managed this quite successfully, others like 
Café Ideal are now perceived as beer bars, and 
still more like the Brabourne Café have shut 
down altogether. 

Many believe the rise of upscale coffee shops 
caused the decline of Irani cafés. Zyros Zend, a 
third generation partner of Yazdani Bakery, is 
defiant. “My customers come here for a good 
cup of chai at a reasonable price and an 
experience that sterilised coffee shops can’t 
provide,” he says. Major renovations are 
neglected for the same reason. “If we renovate 
the place, prices would certainly shoot up,” 
says Aflatoon. “We would not be able to please 
many of our current customers then.” 

Families and fraternal partnerships, once 
the strength of these timeless islands of 
hospitality, have also been the cause of rift. 
‘Typically, each Irani restaurant was started by 
a partnership between four friends. 
Sometimes, second or third generation heirs 
shut shops over disagreements, as happened 
with Bastani & Co. But blood continues to run 
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thicker than water at Sassanian Boulangerie, 
Yazdani Bakery, Kyani & Co and Britannia, to 
name some. “My father was a wise man,” says 
Jahanbax Kola of Sassanian. “He married his 
partners daughter, reducing chances of 
partnership problems.” 

Kola spent five years abroad, studying hotel 
management and working. He came back to 
India when he realised there was no one else 
to take care of the family business. But his is a 
rare case. With higher levels of education and 
increasing number of opportunities to settle 
abroad, many opt out of sitting behind a 
counter and running a bakery. Even if they 
return, there are cultural clashes. “They don't 
want to change with the times, inspite of not 
making enough money,’ says the third 
generation Kola. “I don’t want to turn this into 
a fancy place, but an upgrade in style is 
definitely required.” 

But tradition has also been a valuable 
inheritance for some. Zend of Yazdani shows 
off the Urban Heritage Award (2007) plaque 
when he recounts stories of his corporate 
friends who envy his job. He is confident that 
his PDA — carrying, college-going sons will 
keep up the family tradition. “Many joints with 
weak roots have died out,” says Zend. “But 
the few that have survived are rock solid and 
will be there till the next century.” Let's raise a 
chai to that. 

Manashwi 
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SOUGHT AFTER: 
Despite mushrooming 
upscale coffee shops, 
people continue to 
throng the Yazdani 
Bakery for its low-priced 
special chai 


Im vogue 


Entertainment 


THING OF THE PAST 





WHEN DIRE STRAITS RELEASED BROTHERS IN ARMS ON 
compact discs (CDs) in 1985, CDs were a 
novelty only the rich could afford. Now, retail 
sales of CDs are on the verge of becoming 
passé. If online and physical piracy is emptying 
the racks on the one hand, digital music is 
growing on the other. But even as the recording 
industry celebrates the rise of digital downloads 
of original content, illegal downloads are 
stealing its thunder. According to the Recording 
Industry Association of America (RIAA), CD 
sales fell by 17 per cent in 2007-08, as 
compared to 12 per cent in 2006-07. However, 
legal digital downloads did not grow enough to 
fill the gaps in revenue caused by falling sales. 

In its recent report, the International 
Federation of the Phonographic Industry (IFPI) 
says music sales dropped by 8 per cent in 
2007-08. Globally, this portends the lowest 
revenues since 1997 for recording companies. 
The report estimates the Indian record 
industry's retail value to be $213 million (Rs 
852 crore), with digital music constituting 12 
per cent of that. Piracy, however, has limited 
the growth of the industry. While physical and 
digital piracy cost the US music industry $5.3 
billion (Rs 21,200 crore), the latter accounts 
for 70 per cent of the losses. 

Most of this piracy is driven by teenagers in 
the developing world; the report says there were 
30 billion illegal downloads in 2007, with 40 
per cent of teenagers using file-sharing 
networks to access pirated music. 

Meanwhile, one of the methods through 
which the US recording industry is trying to 
improve revenues is to charge radio stations a 
license fee or premium for airing music. Now, 
this could be new music to the recording 
industry's ears. | 

| Vishal Krishna 


EATING OUT 


Colonial charm 


CHENNAI'S HEAT CAN 
be punishing, espec- 
ially for visitors who 
arent used to 
extreme humidity. 
Weary travellers can 
escape the trials of 
the Indian metro 
closest to the equator 
in a peaceful oasis — 
Amethyst Cafe — 
housed in a colonial- 
era bungalow surr- 
ounded by a grove of 
trees just off the city's 
centrally-located 
Peters Road. On a 
regular evening, 
businessmen discuss 
deals in hushed 
tones, teens hang out 
and lonely expats can 
be found escaping the 
rigours of urban life. 
The charm of 
Amethyst, once a 
home for Maharaja of 
Jeypore Madlio Sin- 
gh, is its old-world- 
liness. Kiran Rao, the 
current owner, leased 
the bungalow from 


ug 


her family who bou- 
ght it from the Oriya 
king several decades 
ago. An open passag- 
eway, with tall colu- 
mns, snakes around 
the bungalow. The 
main hall, which 
opens into the passa- 
geway on all sides, 
has plush recliner 
sofas and relaxing 
armchairs. Black and 
white photographs 
from the late-19th 
century sets the 
mood. 

To the left of the 
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VANITY FAIR: Amethyst 
cafe is famous for its 
old-world ambience 


bungalow is a tree- 
filled garden. Here, 
lamps hanging from 
the branches and tru- 
nks of trees light up 
the garden restaur- 
ant. A meal for two, 
should cost no more 
than Rs 800. Quite a 
reasonable price to 
pay for enjoying 
the charms of a 
bygone era. 

Pierre Mario Fitte 
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LIEN THOUGHTS: 

n illustrative view of 
he crop circle depicting 
he 10 planets. 






BIPERHAPS ALIENS ARE 
Mhelping us with 
geometry lessons! On 
- 1 June, crop circle, 
285-feet in diameter, 
"was found in a barley 
—field in Wiltshire, 
about 120 km east of 
London. It had the 
first 10 digits of the 
Pi, 3.141592654 (the 
last one being 
squared from the 11th 
digit) encoded in the 
circle’s design. 
~ Starting from a 
small inner circle at 
its centre, and 
moving outwards to 
the right, are 10 
ratcheting arcs that, 
in size, are different 
multiples of 1/10th of 
the size of the cir- 
cumference of what 
otherwise would be a 
complete circle. 
These multiples are 
the first 10 digits of 
\Pi, and in the same 
sequence. This is the 
first time Pi has 
figured in a crop 
circle design. Crop 
circles, which have 


Ifilvosue 


been cropping up in 
different places in the 
past 3-4 decades, 
were proved to be 
man-made in some 
cases, but not all. 

Some crop circle 
enthusiasts have 
likened the Pi 
configuration in the 
latest crop circle to a 
possible message 
from aliens, of what 
might happen if the 
10 planets in our 
solar system (nine of 
which are known to 
mankind; one of 
them presumed to be 
beyond Pluto is yet 
unknown) are align- 
ed with the Sun in 
the same manner. 

In mathematics, Pi 
is the number of 
times a circles cir- 
cumference is larger 
than the circle's dia- 
meter. It is a constant 
but unlike other con- 
stants it is an irrati- 
onal number, that no 
divison of any whole 
integers (x/y) ever 
throws up its result. 
Guess that is 
something to think 
about. 

Rajesh Gajra 
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BON VIVANT 


The art of buying art 


IN THE INDIAN ART SCENE, THE 
‘moderns’ are artists F.N. Souza, 
M.F. Husain, Ram Kumar, V.S. 
Gaitonde and S.H. Raza, who were 
born in the earlier part of the 1900s, 
with substantial work and 
progressive careers in the 1950s. 


priced. Typically, a print is priced in 
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the range of Rs 1 lakh-2 


have gone up six to eight 
times, and are expected to 
rise further. Bodhi Art is 
her main representing 
gallery internationally, 
and Delhi-based Gallery 
Espace also deal in her 





millions, or it may not find 
takers even if given away for free! 
The difference between the two is 


not about good or bad art; that is 


relative, depending on individual 
taste. The important points of 
reference are the artist's 
background, qualifications and 
consistency. Artists must keep 


participating in shows, and remain 


committed for a long period, which 


artist's work, and also has 
the contacts necessary to 
sell. So, if you buy, buy 
through a gallery or a 
consultant. Check the 
gallery's credentials, meet its 
director and discuss the 


But most of all, you must 
like what you see. Then it 
doesn't matter if it costs you 
a fortune or peanuts. 

Anubhav R. Nath is the 
director of Ojas Art and 
founder of Ramchander 

Nath Foundation 
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BROWSING 
Santanu Paul 
Senior Vice- 
President, Virtusa 
Corporation 


| have just picked up 
Profit From The Core by 
CHRIS ZOOK. It reaffirms 
that corporate strategy 
must strike an intelligent 
balance between who you 
are and what you want to 
be in the future — aband- 
oning your core strengths 
will get you into trouble. 
He also says that not 
venturing into adjacent 
competency areas will 
make you irrelevant. 
When it comes to rea- 
ding, | am a committed 
omnivore — happy to 
read interesting stuff that 
shows up on my radar. 








Building The 


Caste Capital 


by srikanth srinivas 


INDIA'S NEW CAPITALISTS CASTE, 
BUSINESS AND INDUSTRY IN A MODERN NATION 
BY HARISH DAMODARAN, 

PERMANENT BLACK, PAGES: 318; PRICE: Rs 695 


IT IS HARD TO IMAGINE A SOCIOLOGICAL STUDY OF 
India that is not derived from our 'caste system. 
Its presence in the country's politics and society 
is all-pervasive. It is then perhaps natural that 
we view the organisation of our business and 
economy through the lens of caste in trying to 
assess the success of entrepreneurs or the net- 
works of business families and empires. The 
role that caste has played in the recent ascen- 
dance of India in the global economy is some- 
thing that needs exploring and will no doubt 
prove to be a rich mine of information. 

Meanwhile, this much seems certain: owner- 
ship of wealth is being spread wider, and there 
are new names being added to the roster of 
business families (capitalism in India is still 
very much family capitalism). But where did 
they all come from? Harish Damodaran’s book 
explores the evolution of business enterprise in 
India through the association of business with 
specific communities. 

Damodaran's book is part history. He tells the 
stories of the rise of several prominent business 
families of the past to contextualise his views 
about the greater inclusiveness and opportunity 
of economic life in India. In doing so, he sug- 
gests that the lack of contemporary focus, the 
^obsessive" preoccupation with traditional mer- 
chant communities and neglecting develop- 
ments in the business life in south India re- 
sulted in telling only a part of the Indian 


HARISH DAMODARAN is a 
senior assistant editor 
with The Hindu Business 
Line. A specialist in 
agri-business and 
commodities reportage, 
he has spent more than 
15 years understanding 
the worldview and 
functioning of Indian 
businessmen. 


business story: we have less knowledge about 
the dynamics and the extent of change that is 
taking place in business life than we should. 

Unlike most intellectual approaches that 
borrow the Western rights-based concepts of 
social organisation, the book avoids attacking 
the caste system. Others view caste as social 
capital, a sort of support system that people use 
to deal with society and the state. Damodaran, 
on the other hand, sees himself more as scien- 
tific observer than a commentator. 

But he went a little too far in that direction. 
The treatment of the subject is a little pedantic. 
True, it is a serious piece of scholarship, but it is 
not compelling reading. The format that 
Damodaran follows is that of researcher: objec- 
tive, and a little distant. But the story of Indian 
business is more like Bollywood — filled with 
drama, intrigue and endowed with more than a 
little sensation and emotions. Yes, the subject is 
one that should be treated seriously. But the 
story can also be told more interestingly. 

Each ofthe chapters in the book starts well — 
Damodaran sets the scene, tells an anecdote or 
two to spice things up, and then proceeds to the 
meatier stories. Here, the journalist in him is 
evident. As he tells them, he intersperses his 
stories with insights and analysis, and one can- 
not but get the feeling he has shifted the narra- 
tive into a case study mode (he in fact includes a 
few case studies is some chapters). 

But how far has the secularisation of business 
— if it can be called that — really gone? The 
Central Statistical Organisations 1998 eco- 
nomic census (that reviewed business owner- 
ship) provides some startling data. The census 
itself was enormous — it covered over 30 mil- 
lion businesses engaged in all forms of business 
activity except hard-core agriculture — con- 
struction, trading, hospitality, finance and 
other services. Other backward castes, sched- 
uled castes and scheduled tribes owned almost 
45 per cent of all business enterprises. 

The book should generate great interest, 


coming as it does at an interesting time. As po- 


litical campaigns kick off for national and state 
elections, the question of social inclusion — 
read caste politics — will be a dominant topic o! 
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peeches on the stump. Somehow, the extension 

if our reservation policy — a quota system for 

mployment on the basis of caste — attracts 

"wider and more emotional public interest than 

»™ serious discussion about caste as social capi- 

ustry have said such a policy would not be 
eat for businesses. 

The recent episode ofthe Gujjar community's 

gitation against the Rajasthan government is 
ces of the dichotomy of business and 
litics. It demonstrates how caste is divisive in 
litics, even as it seems unifying in commerce. 
“astes in the more diverse south of India — that 
_ she book talks about as a newly emerging force 
— are also victims of political differences. The 
"Nadars and Gounders that Damodaran de- 
cribes in one of the chapters continue to pros- 
E. while the higher profile Vanniars and The- 
_ wars, and Dalits in Tamil Nadu are embroiled in 
nternecine squabbles. 

But in an age of mergers and acquisitions and 
wider public shareholding of corporations, 
shifting enterprise ownership may have differ- 
ent impacts on the social mobility of castes. 
Subject for another book, perhaps? 


SELECTION 1 
Life Behind The 


Bamboo Curtain 


SMOKE AND MIRRORS 
AN EXPERIENCE OF CHINA 
PALLAVI AIYAR, FOURTH 
ESTATE, 

PAGES: 226; PRICE: Rs 395 





“SMOKE AND MIRRORS IS A DIFFICULT BOOK TO EX- 
plain. At once, it is a travelogue, a political the- 
sis, a social commentary, a personal diary and a 
record of recent history. That's not to say that it 
reads like a confused super-hybrid that has no 
clue about its origins. This is largely thanks to 
The Hindu's former China correspondent 
Pallavi Aiyar's skill for conjuring up images in 
the readers mind. Here, there are shades of 
Gerald Durrel's My Family and Other Animals. 

Her book is an insight into how China thinks, 
literally. The country's story is told through 
conversations she had with its diverse inhabi- 
tants. So, readers are treated to the story of Ai- 

yar's landlord Mr Wu, who in his youth was 
banished by Mao Zedong’s regime to the coun- 
tryside for being educated, but had now become 
a millionaire landowner. Or the story of her stu- 
dent at the broadcasting institute, Cindy, who 
hated beggars but couldn't see why suggesting 


=. In most public statements, captains of in- - 


her mother work as a housemaid would 
seem ironic. 

With grace and with humour, Aiyar brings to 
life what would otherwise have been dreary ex- 
planations of Chinese culture: “Laobaixing ... 


that literally meant 'the hundred old names' 


was used more generally to designate 'the com- 
mon people' — the average Zhou on the street." 
Don't skip this one. Even for someone who 
has lived in China for over a year, this book is a 
refreshingly different look at a country that few 
Indians care (or dare) to understand. 
— Pierre Mario Fitter 


SELECTION 2 
Nothing Sacred 
About It 


THE VEDAS AS A SUBJECT OF RE- 
search continues to attract 
students, philosophers, scien- 
tist and the common man 
alike — a fact that results in 
several contesting and often 
contradictory theories. Frits Staal in his previ- 
ous work, Agni: The Vedic Ritual of the Fire 
Altar and Universals: Studies in Indian 
Logic and Linguistics and Rules without Mean- 
ing, highlighted the dichotomy surrounding 
Vedic rituals. 

In his zeal to understand the Vedas better, 
Staal has produced a well-researched and 
meticulously documented work, Discovering 
the Vedas: Origins, Mantras, Rituals, Insights. 
The author uses all the evidence possible to 
stress that the Vedas are not sacred books, but 
compositions in local dialects of those times. 
The author uses examples of how a particular 
word connotes different meaning even in Eng- 
lish language to highlight how mantras have as- 
sumed different meanings when pronounced by 
different people. 

A parallel reference to various other civilisa- 
tions and Buddhism as part ofthe growth ofthe 
Vedas gives a lucid perspective to their journies. 
Admits Staal, "The Vedas are not all of a piece, 
and would be unreasonable to expect a single fi- 
nal conclusion about them.” But not before de- 
mystifying how the Vedas were influenced by 
many civilisations, their languages, cultures, 
sciences, logic, mathematics, art, culture and 
daily routine. There are detailed chapters that 
explain the theories of mathematics and science 
in the Vedas with a tinge humour — an art well 
executed to keep the lay as well as the specialist 
reader interested right till the end. 

—M. Rajendran 
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ALERT 





CHASING HARRY 
WINSTON 

BY LAUREN 
WEISBERGER 
HARPER 

From the bestselling 
author of the hugely 
successful Devil Wears 
Prada comes Chasing 
Harry Winston — a story 
of three best friends 
Leigh, Adriana and Emmy, 
and their pursuit of the 
perfect relationship. The 
three New Yorkers are 
about to turn 30, a fact 
that unleashes rest- 
lessness, and leads to a 
pact to turnaround their 
lives in a year’s time. No 
where near as acerbic 
and witty as Devil... the 
books still has laugh-out- 
loud moments, and is a 
perfect light read for 
those long-haul flights. 


BW Opinion 





Those Speculators 


If people have 
too much 
money, they 
will throw dice. 
The remedy for 
speculation is 
not control of 
prices, but 
control of 
liquidity 





IN THIS SYCOPHANTIC LAND, MINISTERS GET MANY 
opportunities to make speeches. Some, like the 
Prime Minister, avoid them; some, like the fi- 
nance minister, embrace them. It is unknown 
for a minister to be contradicted in public; so he 
can speak any nonsense and get away with it. In 
his recent speeches, P. Chidambaram has enun- 
ciated two ideas which cannot by any 
means be termed nonsense, but need 
more solid foundations. 

The first is his statement that oil 
prices were being pushed by specula- 
tors. This was not a suo moto state- 
ment; Mr Chidambaram was taking 
part in a meeting of similarly ill in- 
formed and far more powerful min- 
isters — the oil ministers of the Or- 
ganization of Petroleum Exporting 
Countries. There Gordon Brown, 
Prime Minister of a country that ex- 
ported oil for a short while, asked oil 
producing countries to pump more 
oil. Chakib Khelil, the Algerian oil 
minister, called Brown's advice irra- 
tional and illogical. It is not known 
why he had to call it both, but maybe 
it was his intention to make his audi- 
ence reflect upon the possibility of calls that 
may be rational and illogical or irrational and 
logical. He blamed underinvestment in the 
downstream industry and speculation for the 
price rise. The latter idea was picked up by 
Mr Chidambaram. 


TRIBHUWAN SHARMA 


Rants against speculators were the order of 


the day in Jeddah. The trouble is, however, that 
the stocks of oil other than those held by oil pro- 
ducers and refiners are negligible. There is al- 
ways a quantity of oil on the sea, heading from 
oil wells to refineries; but this is irreducible. 
There are markets in oil in the US, London and 
Singapore; but the quantities traded in these 
open markets are small. So OPEC was hard put 
to it when it tried to put its finger on "specula- 
tors". But the meeting had to end in two days, 
and something had to be said at its end. So 
OPEC blamed index and commodity funds. 
Here again, the idea that someone actually 
holds stocks against the quantities of oil and its 
derivatives traded in the financial markets is at- 
tractive, but nonsense. Investors and traders in 
these funds are only placing bets on price 
changes, on the basis of which they settle at the 
end ofthe contracts. The idea that "speculators" 


can raise prices is popular in the Indian goverw 
ment. It has led the government to interfe» 
with and often ban trading on forward market 

the result is that forward markets in this coum 
try are little developed — so little that th« 

hardly serve the purpose of permitting pric 

discovery and hedging. 

Prices in forward markets reflect investor 
most widely held view of future supply and de 
mand. It is not inconceivable that they migl 
rise without connection to current ground reas 
ities. But they can do so only if there is exces 
liquidity. If people are sitting around wit 
mountains of cash, they may throw some dic 
and take a bet on forward markets. The mos 
money they so hold, the greater the possibilit 
of speculative upward movements. 

The remedy for this ailment is control on lic 
uidity. Mr Chidambaram should not have t 
worry about it, for the governor of the Reserv 
Bank keeps a beady eye on liquidity, an 
promptly raises the cash reserve ratio if h 
thinks it is excessive. But if Dr Reddy has the sc 
lution always ready, Mr Chidambaram cannc 
go to sleep. For he may be the culprit who cre 
ates excessive liquidity by running fiscal deficit 
— which he has been doing with gusto since h 
became finance minister. So while it may soun 
good for him to attack speculators, he may hav 
been providing them with ammunition. 

The other idea of Mr Chidambaram was th: 
oil bands should be fixed for oil. Since the lowe 
limit is hardly relevant today, he really mear 
price control. Thoughts of price control com 
all too easily to a Congress minister. But pric 
control only creates dual markets — a cor 
trolled and an uncontrolled one — and create 
opportunities for illegal profits. Mr Ch: 
dambaram should know, for many of his part 
men have become millionaires by playing wit 
price controls in grains and fertilisers. 

It is thus easy to see where Mr Chidambarat 
was coming from; his views had solid desi four 
dations. But he had drawn the wrong lessor 
from the domestic experience of price contro 
and speculators. It is not surprising that he di« 
for people close to his party have benefited in 
mensely from misuse of price controls. Th 
remedy for speculation is to remove price cor 
trol, and to keep prices under control by regu 
lating total liquidity. That is a lesson, howeve 
that is not convenient and, hence, unlikely to b 
drawn by Mr Chidambaram. 
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BMW 5 Series 





Sheer 
Driving Pleasure 





For more information visit www.bmw.in or contact your Authorized BMW Dealer. j 


Ahmedabad: Parsoli Motors +91 79 2684 1231 Bangalore: Navnit Motors +91 80 2852 0060 Chandigarh: Krishna Automobiles +91 172 5041 00C 
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Hyderabad: Delta Motors +91 40 3028 2900 Kochi: Koyenco Prestige +91 484 4009 966 Kolkata: OSL Prestige +91 33 2251 7010 

Mumbai: Navnit Motors +91 22 2625 3333, Infinity Cars +91 22 6714 5100 Pune: Bavaria Motors +91 20 2614 1399 


The models, equipment and possible vehicle configurations illustrated in the advertisement may differ from the vehicles supplied in the Indian market. 


What's in a name? 


Well pretty much everything. 


Karan Johar 
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Editor's Letter 





The Luxury 





SO, WHAT IS LUXURY? 
Marketers would say 
it is the art of pam- 
pering a consumer's 
senses and ego — 
overtly, so the world 
notices. The latter is 
particularly impor- 
tant in developing 
countries, where the 
new rich want to an- 
nounce themselves, 
and the old rich want 
to separate them- 
selves from the new. Price is no real 
object, as for many the greatest 
luxury is showing the world prices 
don't matter to them. Discernment 
and genuine appreciation of the 
craft that goes into delivering a lux- 
ury product or service doesn’t 
count for much with these cliques 
either. Their membership badges 
may vary — old money may prefer 
antique complicated watches from 
Vacheron and the nouveau riche 
may prefer gold Rolexes. But ulti- 
mately, it is having the right name 
on the dial that matters most to 
both, not the watch itself. 
Connoisseurs despair over this, 
but marketers are in seventh 
heaven. Sure, sugared water sells at 
five times its cost if branded.Coke. 
But scented alcohol water sells at 
50 times its cost ifbranded Opium. 
Appalled mandarins tax such 
goods excessively, citing Gandhian 
values. But with the VAT on dia- 
monds, products backed by a 





Of Choice 


strong domestic 
lobby, only 1 per cent, 
people wonder if the 
main aim of prohi- 
bitive taxes on for- 
eign luxuries is to 
keep them out of the 
country. 

This is unwise. 
States should not 
deny people their he- 
donism. Let priests 
try that. The Rs 1.5 
lakh that people with 
more money than brains spend on 
a Chinese-made handbag with a 
European label actually boosts the 
economy. Almost 5 per cent of 
France's GDP rests on the sale of 
Louis Vuitton bags and the like. In- 
dia's high taxes on such items don't 
deter people from buying them; it 
just pushes people to buy their lux- 
uries overseas. 

Cutting domestic luxury taxes 
will allow Indian retailers to recap- 
ture margins currently lost to over- 
seas stores, and the resultant boost 
in domestic luxury sales will raise 
tax collections. 

Our country could also do with a 
sharper sense of style, and com- 
peting with the world's best could 
push local purveyors of luxury to 
up their quality and marketing. 
Over time, India could become a 
player in the global luxury 
market. We have always had the 
potential; all that is needed are 


the incentives. 


jehangir s. pocha, editor 
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coming years. 


Offside Strike 


Heres another radical thought in line with 
Ajay Kela's column (‘No More Captivating’ 
BW, 21 July): Why don’t all car owners give up 
their vehicles — thus saving on capital 
expenditure — and rent out city taxis for daily 
commute — car pooling being the cost 
arbitrage opportunity here. Any finance 
person would agree with this approach. And 
this is what the author is suggesting. The only 
catch: his perspective is lopsided as he has a 
vested stake in the taxi business; no offence 
intended. In a thriving cost-arbitrage 
economy, commoditisation of products and 
services is inevitable. While tactically sound, 
this lacks a strategic view of establishing a 
global business model. Innovation can never 
be outsourced. 

As any good author would, Kela 
has ruffled emotions. It is only fair 
that the other side is presented — 
by someone who manages one of 
these so-called offshore captives. 

Bhaskar, general manager of an 
‘offshore captives’ 


Tax Congestion 

We should not passively accept the 

growth of cities beyond a sustain- 
i able level (Managing The Chaos; 
BW, 21 July). It is time we reduce 
subsidies that are financing the 
pollution and congestion through 
cheaper fuel and verticalisation. 


IX T: iE TH your comments 


High Price Of High Costs 


Your cover story last week helps us understand the 
complexities involved in India's economic growth (Up | 
And Away, Way Away, BW 21 July). To NRIs, who visit 
India for about 15 days in a year, the report gives an 
understanding of the engine behind the socio-economic 
prowess of the Asian nations. 


Satya N. Jay\adev, on email 


Yes. India needs bold political and economic reforms. 
Finance Minister P. Chidambaram has failed miserably in 
his assignment. Unless macroeconomic growth with faster 
reforms in the political, economic and financial sectors 
are put in place and infrastructure strengthened, the 
economy will see a GDP growth of 6 per cent or less in the 


K.S.Krishnamurthy, Bangalore 


India should introduce a congestion tax and 
provide space, funds and users. I have been 
working on solutions for transportation in 
Mumbai, and find appalling indifference to 
solutions that are viable financially. 
Ashok R. Datar, 
Mumbai Environmental Social Network 


Audience Scores 
The Media Room column brings good news 
(India's New Soccer Love, BW 21 July). 
During the 2002 World Cup, soccer fans had 
to find inventive ways to watch the games 
because cable operators did not think it was 
worth tying up with Ten Sports. Would any 
cable operator dare take such a risk when a big 
cricket game is at stake? Similarly, during 
Euro 2004, there was a standoff between 
ESPN and Hathaway, and no prizes for 
guessing who suffered. Euro 2008 went 
smoothly. And hope 2010 too will do so. 
Lalita Aiyer, Partner, 
Ogilvy Public Relations Worldwide, Mumbai 


Balanced Sheet 
The very practical table comparing Internatio- 
nal Financial Reporting Standards (IFRS) and 
the Indian accounting standards shows there 
is more than one reason to migrate to IFRS 
(Common Measures’, BW, 21 July). 
Ashok Jayaram, 
chartered accountant from ICAI 





Letters may have been edited for brevity. 
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yin the US, through social networking. 





TECH TALK 
102 Brain Game 


Proof of brains’ plasticity has spurred a 
new industry — that of mental fitness. 


104 Celling Power 
An innovation by Indian scientists could 
make hydrogen-fuelled vehicles cheaper. 


IN VOGUE 
108 Hills Are Alive 


Buying a second home in the hills is a 
growing trend in the country. 


110 Jumping Jacks 
Parkour, an adventure sport inspired by 
celluloid, lands in Mumbai. 


112 Bookmark 
A saga of the underworld and its global 
network; and Randy Pauschs last lecture. 
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24. Ashok V. Desai 


How China is gaining a patent edge. 
32 Nayan Chanda 

Why leaders go slow on global warming. 
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GLOBAL ECONOMY 


Lessons For India 


Will India 
emulate the 
US way of 
bailing out 
bankrupt 
companies? 


HARD-PRESSED: 
Freddie and Fannie 
jointly command 
about $5 trillion in 
outstanding 
mortgage debt 





THE THEATRE WHERE 
capitalists perform 
the tragic-comic act 
is currently playing to 
a full-house audience. 
Freddie Mac and Fa- 
nnie Mae, the brother 
and sister mortgage- 
buyers and listed 
firms in the US, were 
on the centrestage 
last week once more 
in less than a year. 
The US Treasury 
and the Federal Rese- 
rve extended govern- 
ment credit lines to 
the two companies 
that own or guaran- 
tee about $5 trillion 
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in home mortgages in 
the US. They are ble- 
eding due to the un- 
precedented levels of 
mortgage defaults in 
the US in the past 18 
months. The two sto- 
cks fell by 50-70 per 
cent last week and 
are less than one- 
tenth in value from 
their one-year highs. 
Two days before 
this act, a US regio- 
nal bank, IndyMac 
Bank, collapsed 
leading to its assets 
being seized and a 
depositors' run on 


the bank. 


4 ^£) 





Moral hazard con- 
cerns have increased 


at the continuing bai- 
louts in the US. *It is 
a period of quiet dis- 
comfort,” says Shubh- 
ada Rao, chief econo- 
mist at Yes Bank. “It 
raises doubts about 
the extent of the fina- 
ncial crisis and about 
how long the govern- 
ment can continue to 
bail out firms.” 

Some analysts have 
started referring to 
the bailouts as “pri- 
vatise gains, socialise 
risk”. In India, there 
are no current 
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bailouts of financial 
firms or banks 
happening, but the 
socialist Samajwadi 
Party wants to 
change the paradigm 
to "socialise gains, 
socialise risk". It is 
pressurising the 
Central government 
to impose a ‘windfall 
tax’ on the profits of 
oil companies in the 
country under the 
assumption that 
these companies have 
reaped huge profits 
due to the recent 
surge in oil prices. 

— Rajesh Gajra 


billion. The amount the US spent on new security procedures in response to five deaths from Anthrax 
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AVIATION 


but the economy is growing and trade is up." 


Nose Diving 


The new 
Bangalore 
and Hydera- 
bad airports 
could surprise 
pilots 


NO SMOOTH LANDING: 
The steep flight 

paths to the 

runways make pilots' 
job a wee bit tough 


THE CONTROVERSY 
over the stressful - 
approach to the new 
Bangalore airport 
from the city is yet to 
settle down and fresh 
complaints have 
surfaced — on the 
aerial approach to 
the airport. 

Pilots flying into 
the brand new 
airports at Bangalore 
and Hyderabad are 
chafed that while the 
two latest additions 
to India's public- 
private partnerships 
in infrastructure are 
marvels on the 
passenger side, 
glitches on the 
aeronautical side 
remain. 

The flight paths to 
the runways of the 


RECORD PRICES 





Intercontinental 
Exchange-traded crude oil 


Year-to-date 





Bloomberg 


“I know there is a lot of nervousness 


two airports are 
currently fixed at 
rather steep angles, 
they say, requiring 
airliners to land 





steeper gradients are 
causing some 
discomfort to pilots 
landing at these 
airports, given they 





Omar al-Bashir, 
President of 
Sudan, has been 
accused of geno- 
cide, crimes agai- 
nst humanity and 
war crimes in Dar- 
fur by the Inter- 


nose-down. are used to easier national Criminal 
“The gradient at approaches. Court at The 

the Bangalore and Taking note, the Hague. Sudan’s 

Hyderabad is about Hyderabad airport government has 

3.4 degrees instead has begun work to warned the move 


of the normal 3 
degrees,” says a 
Boeing pilot at a 
commercial airline. 
Though not a safety 
hazard — and not in 


restore the gradient 
to 3 degrees, a source 
there disclosed. “We 
are shifting the 
equipment and the 
electrical lines to 


will undermine the 
peace process in 
Darfur. The UN 
estimates that 
about 300,000 
people have died 


violation of any dom- make the flight path in the conflict 
estic or international smoother,’ he said. since 2003. 
regulations — the Puja Mehra 


ECONOMY 


NEGATIVE GROWTH 


INDIA'S FISCAL POSITION IS RAPIDLY 
deteriorating. The international 
rating agency Fitch has 
downgraded India's local 
currency long-term Issuer Default 
Rating (IDR) outlook from 
‘stable’ to ‘negative’. However, 
the rating level — measured in 


terms of issuer default rating — _ 


is the same, BBB-minus. This 
does not directly result in lower 
asset allocation to Indian assets 
by global investors but does put 
them on alert to a potential 
downgrade to the next lower 
level, BB-plus. 
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“The revision to the local 
currency outlook is based on a 
considerable deterioration in the 
CNN EEN I 


lying central government deficit - 


| being at a high of 6.5 per cent. - 


Rajesh Gajra 


SATHEESH NAIR 


OnPoint 


HERITAGE 
TROUBLE 


After UNESCO 
awarded World 
Heritage status to the 
Preah Vihear temple, 
situated on the 
Cambodia-Thailand 
border, Thailand has 
resumed its claim 
over the temple. In 
1962 the Inter- 
national Court of 
Justice had ruled that 
the temple belongs to 
Cambodia. In the 
picture, Cambodian 
soldiers guard the 
entrance to the 
temple. 


WATER SCARCITY 


Crisis Ahead 


IT IS THE ULTIMATE 
irony. Mumbai, over- 
whelmed by rains in 
the past few years, 
could be heading for a 
water crisis. The low 
levels of the lakes that 
supply water to the 
city — Modi Sagar, 
Bhatsa, Vaitarna and 
Tansa — are sending 


HARD LESSONS: 
Mumbai could 
soon face an acute 
water shortage 





Reality 
Gheck 
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chills down the spines 
of citizens. This is the 
first July in 15 years 
that the Brihanmum- 
bai Municipal Corpo- 
ration (BMC) has 
imposed a 15 per cent 
cut in water supply. 

If it doesn’t rain 
enough in the catch- 
ment areas for the 
rest of the monsoon 
period, the city may 
be without water by 
the end of the year. 

In conservation 
and harvesting of 
rooftop rainwater, 
Mumbai has fared the 
worst among all cities 
in India. Except for a 
five-year-old rule 
requiring new 
buildings to install a 
rainwater harvesting 
system, BMC has 
done nothing in this 
regard. 

Rajesh Gajra 
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The Contrarian 


WILBUR ROSS, BILLIONAIRE US INVESTOR 
specialising in buying distressed assets, 
has picked up a 15 per cent equity in the 
loss-making low-cost airline SpiceJet. 
This is significant as it comes at a time 
when the aviation industry all over the 
world is struggling with high fuel prices. 
Ross will buy $80 million worth of fore- 
ign currency convertible bonds held by 
Istithmar PJSC and Goldman Sachs. 


China is capable of sending a manned mission to the moon within the next decade, 
according to Nasa Administrator Michael Griffin 





AVIATION 


MAKING A DIFFERENCE 


WHILE MOST DOMES- 
tic airlines are pru- 
ning operations 
amid losses and ris- 
ing fuel prices, one 
airline is expanding. 
On 30 June, Madu- 
rai-based all busin- 
ess class airline Pa- 
ramount Airways — 
led by M. Thiaga- 
rajan — started ope- 
rations on the Chen- 
';  nai-Trichy route. It 
is the ninth airport 
to be covered in the 


south by Paramount. 


While Paramount 
was the only airline 
to make a profit last 
year, it was mainly 
because of the sales 


Companies 
are waking up 
to the fact 
that some 
employees lie 
in their CVs 


qu — 
Paramount Aways 


SANJAY SAKARIA 


tax benefits on avia- 
tion turbine fuel 
(ATF) for smaller 
aircraft (4 per cent 
sales tax compared 
to 30 per cent for 
larger aircraft). 
With ATF constitu- 


THE MENACE OF FAKE 
and bloated resumes 
has rattled corporate 
India. IT services co- 
mpanies TCS and In- 
fosys had to under- 
take a recheck on 
their employees and 
show the door to 
those found guilty of 
forging their resu- 
mes. “It is a pheno- 
menon plaguing all 
industry,” says Kiran 
Karnik, former chief 
of National Associa- 
tion of Software and 
Services Companies 





ting about 40 per 
cent of revenues for 
bigger airlines, lo- 
wer sales tax on it 
could make the diff- 
erence between sur- 
vival and death. 

Itis no wonder, 
then, that Paramou- 
nt stays afloat while 
its counterparts in 
Europe and the US 
have filed for bankr- 
uptcy. Business- 
class-only airlines 
such as Silverjet, 
MAXjet and EoS 
Airlines, which ser- 
viced the New York- 
London route, have 
gone out of business. 

K. Muthukumar 


HUMAN RESOURCES 


THE WORLD'S LARGEST COMPANIES 


BP 


Chevron 


Total 


WON HU PWN 


Exxon Mobil 


ING Group 


Wal-Mart Stores 


Royal Dutch Shell 


Toyota Motor 


General Motors 


10 ConocoPhillips 


Figures are revenues in $billion 


Bad Apples 


(Nasscom). “We need 
a long-term plan to 
manage it.” National 
Skills Registry, an ini- 
tiative of Nasscom, 
has had very limited 
success, despite the 
fact that people from 
other verticals had 
moved into IT firms 
and vice-versa. 
Botching up is ma- 
inly on the profile 


front, salary and 
details of experiences 
and level of work. In 
addition to detailed 
checks on industry 
and professional 
knowledge, “a 
reference check on 
value system of the 
individual and profe- 
ssional integrity sho- 
uld be the norm’, says 
Mandeep Singh, 


Source: Global Fortune 500 


COO of Reed Exhibi- 
tions, a UK-based 
business conglome- 
rate, which operates 
in 49 countries. It 
should be stringent in 
companies that are in 
sensitive sectors such 
as banking and insu- 
rance. Revelation of 
such candidates will 
harm, in particular, 
Indian software and 
BPO firms, as they 
will lose customers in 
a fiercely competitive 
global environment. 
M. Rajendran 
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DEFENCE 


Making A 
strong Case 


Re-opening 
the aerial 
tanker bid 
could invite 
a new 
controversy 


BIG STAKES: 

The US Air Force's 
aerial tanker contract is 
worth $35 billion 


US DEFENSE SECRETARY 
Robert Gates' recent 
decision to reopen a 
bitter $35-billion 
aerial tanker contest 
after the US Air Force 
picked Northrop 
Grumman and the 
European Aerospace, 
Defence & Space 
Company (EADS) — 
Airbus' corporate par- 
ent — over Boeing 
may have come as a 
relief to many. 

Last month, the 
Government Accoun- 
tability Office (GAO) 
had also sided with 
Boeing insisting that 
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the service “improp- 
erly increased 
Boeing's estimated 
non-recurring engi- 
neering costs, con- 
ducted misleading 
and unequal discus- 
sions with Boeing” 
and “did not assess 
the relative merits of 
the proposals in 
accordance with the 
evaluation criteria 
identified in the 
solicitation”. 

Given the upcom- 


ing presidential elec- 
tions, the decision 
doesn’t really come as 
a surprise either, even 
when this will further 
delay the replacement 
of the Air Forces fleet 
of ageing tankers. 

But the US's deci- 
sion to reopen the bid 
may steer a new con- 
troversy. In 2004, the 
Air Force had been 
forced to scrap a 
$23.5-billion plan to 
lease and buy 100 


refuelling tankers 
after it was found that 
Boeing officials held 
illegal job talks with 
former Air Force 
Vice-President Dar- 
leen Druyun, who 
had, then, the author- 
ity to pick and choose 
among bids for multi- 
billion-dollar military 
contracts. 

Senator John 
McCain, the Republi- 
can candidate in the 
US presidential elec- 
tions, had denounced 
that plan as a “rip-off” 
of taxpayers and later | 
took pride in blocking 
the lease deal. So, if 
Boeing was finally to 
be awarded the deal, 
the US would be bla- 
tantly telling the 
world that you can get 
away with a bribe. 

Noemie Bisserbe 





Europeans 
are seeing red 
over the US’s 

demand for 
personal 
information 


GOOD NEWS: 

Old passport holders 
still do not require a 
visa to travel to the US 





INTERNATIONAL LAW 


Give And Take 


THE US SEEMS TO BE 
using the demand for 
a waiver of the visa 
requirements by 
some of the newer EU 
states to gain access 
to personal data of 
Europeans. Citizens 
of 11 of the 12 newest 





entrants to the EU 
and Greece require 
visas when they travel 
to the US. In return, 
the US wants finger- 
print and DNA data 
in criminal and ter- 
rorist cases, and data 
on race or ethnic ori- 
gin, political and reli- 
gious beliefs, and sex- 
ual orientation. 

This move has be- 
come a cause of con- 
cern for the Europe- 
ans, who feel that this 
will weaken the pri- 
vacy laws of Europe 
and compromise the 
rights of its citizens. 
There are also con- 


cerns that Europeans 
might be victimised 
by US authorities. 

This latest develop- 
ment follows the air- 
line passenger record 
agreement reached 
last year between the 
US and the EU and 
the US-Germany ag- 
reement earlier this 
year to share access to 
fingerprints, DNA 
files and other infor- 
mation in order to 
prevent and combat 
serious crime. 

While many argue 
against the US's drive 
to transgress all 
privacy laws, it is 
doubtful if this will 
slow the increasing 
flow of human traffic 
into the country. 

Sumati Nagrath 
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cies of Wild Fauna 
and Flora (Cites) to 
import ivory from 
Africa. Botswana, 
Namibia, South 
Africa and Zimba- 
bwe are permitted 

_to make one-off 
four countries have 
about 108 tonnes 
of ivory to sell. 


llion dollars, the estimated cost to build and operate the proposed nuclear dump site in Nevada, US 





The first joint venture in the country's wealth management space is here - Religare Macquarie Wealth 
Management Limited, an amalgam of two financial powerhouses, Religare and Macquarie. While Religare, 
as we know, is one of the leading integrated financial services groups in India backed by a blue chip 
promoter pedigree, Macquarie Group is a diversified international provider of banking, financial, advisory 


and investment services headquartered in Sydney, Australia. Powered by the global expertise of Macquarie 





stretching close to four decades and strong local dominance and insights of Religare, at Religare Macquarie 
Private Wealth we intend to offer innovative investment solutions and a disciplined approach to preserving 
and building your wealth . And in days to follow, you shall see us interestingly unveil a whole new approach 


to managing your wealth. For more, write to us at information@religaremacquarie.com 
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(CQUARIE WEALTH MANAGEMENT LIMITED 19 Nehru Place, New Delhi -110019 
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Fianchetto The week's strategic moves and the movers who made the 





GM taps students tyre maker Dunlop Core focus 
General Motors (GM) India, has acquired Mumbai-based con- 


sumer goods comp- 
any VVF has acquired 
the soap manufactur- 


British auto com- 
ponent firm Schlegel 
Automotive Europe. 


India has signed an 
agreement with the 
Gujarat government 


to train students of This marks the ing plant of Germ- 
the Tarsali Industrial — groups foray into any-based Henkel. 
Training Institute auto parts business. While VVF will be 


able to manufacture 
within the European 
Union, Henkel will 
focus on its core areas 
such as adhesives, 
detergents and 
chemicals. 


(ITD. According to 
the agreement, GM 
India will develop 
and provide technical 
courses on automo- 
tive technology 
through Tarsali ITI. 
"There is conside- 
rable shortage of 
trained manpower in 
automotive sector. 


"Keeping in mind 
the growing demand 
in the automotive 
sector, we acquired 
the assets of this unit, 
which is one of the 
top three global 
sealing units,” said 
Pawan Kumar Ruia, 
chairman of Ruia 
Group. 
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InBev goes 
for the kill 


Belgium-based liquor 
maker InBev has 
acquired US brewer 
Anheuser-Busch for 
$52 billion. This will 


Citi gains some 
lost ground 
US-based Citigroup 


give InBev a capacity The first of its kind has decided to sell its 
of 46 billion litres of | experiment will help German banking 
beer per annum, develop skills in operations to Crédit 


Mutuel of France for 
$7.8 billion. This will 
fetch $4 billion after 
tax gain for Citi- 
group, which is 
reeling from sub- 
prime losses. On the 
other hand, the deal 
gives Crédit Mutuel, 


students,” said Karl 
Slym, president and 
managing director of 
General Motors 
India. 


making it the world’s 
largest beer maker. 
“We are excited about 
the opportunities 
that this combination 
will create for con- 
sumers worldwide,” 
said Carlos Brito, 
CEO of InBev. 


Ruias' auto foray 
Kolkata-based Ruia 
Group, which owns 
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the third-largest 
French retail bank, a 
strong foothold in the 
largest banking 
market in Europe. 
“This is another 


strategic step in our 
effort to reorganise 
Citi, strengthen our 
balance sheet and put 
us squarely on the 
path to future 
growth, driven by our 
core businesses,” said 
Citigroup CEO 
Vikram Pandit. 


New partnership 
New Delhi-based 
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diversified business 
group MaxIndia has 
partnered with 
British United Pro- 
vident Association 
(BUPA) to launch he- 
alth insurance produ- 
cts. “We have been in- 
terested in the health 
insurance sector for a 
long time, but were 
waiting for some 
regulatory reforms,’ 
said Analjit Singh, 
chairman of Max 
India. “Our decision 
to partner with BUPA 
was based on the 
synergies and unique 


—— 


SANJAY SAKARIA 








strengths that BUPA 
brings to this 
venture." 


Spencer's US taste 
Spencer's Retail, a 
subsidiary of RPG 
Enterprises, has tied 
up with US-based 
Au Bon Pain, a fast 
dining and bakery 
café chain, to launch 
outlets across India. 
The first flagship 
store will come up in 
Bangalore by 
December. 


A jubilant deal 
Bangalore-based 
Jubilant Biosys has 
tied up with US firm 
Amgen for drug 
discovery in multiple 
therapeutic areas. 
Jubilant will jointly 
work with Amgen on 
a series of novel 
drugs in new target 
areas of interest. 
“This collaboration 
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has acquired Aviva 
Global Services, the 
BPO wing of the 
world’s fifth largest 
insurance group, for 
$228 million. 





NIOC and Gaz- 
prom will cooperate 
in developing Iran's 
oil and gas fields, 
the transfer of oil 
from the Caspian Sea 


As per the to the Sea of Oman, 
agreement, WNS and the construction 
will provide out- of a refinery in 
sourcing services to northern Iran. 
Aviva's UK and "Based on the 
Canadian businesses, agreement, we will 

leverages the innova- from which WNS is form working groups, 


expected to generate 
$1 billion in revenues 
over eight years. 


tion capabilities of 
Jubilant Biosys in 
pharmaceutical 
discovery and pre- 


and one month after 
the signing of the 
deal we will start 

the work,” said 


clinical development, Gazprom bets Alexei Miller, CEO 
combining these with on Iran of Gazprom. 
Amgens, to deliver The world's largest 


gas company, Gaz- 
prom of Russia, and 


cost-effective new 
products, said 











Hari S. Bhartia, 
co-chairman and 
managing director of 
Jubilant Organosys. 


WNS' hillion-dollar 
dreams 
Mumbai-based BPO 
firm WNS Holdings 





the National Iranian 
Oil Company (NIOC) 
have signed an agree- 
ment for the develop- 
ment of Iran’s oil and 
gas fields. This will 
give Gazprom access 
to the world's second- 
largest gas reserves. 
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Quick Take 





Has hiring in your industry been 
slower in the past six months? 


We asked... Ivy Mukherjee, regional head (South), Watson Wyatt; Subhro Bhadur, executive vice-president (HR), Kotak 
Mahindra Bank; Rajeev Jyoti, managing director, Bombardier Transportation; Monica Malhotra Kandhari, senior executive director, 
MBD Group; Nirmal! K. Minda, chairman & managing director, NK Minda Group; Rahul Aggarwal, chief executive officer, 
www.click2insure.in and Optima Insurance Brokers, Arnab Banerji, general manager (human resources) Mindcrest (India), Vikram 
Puri, chief executive officer, Mahindra Shubhalabh; Sriram Narsimhan, vice-president (human resources) Quintegra Solutions 





ei The slowdown in the auto sec- 55 with the government bb Hiring has slowed in financial 

tor is beginning to have its effects according priority to our sector, services but brick and mortar com- 
(on hiring). $9 education is on the fast track. $ « panies continue to grow. 4 & 

Nirmal K. Minda, Chairman & MD, Monica Malhotra Kandhari, Senior Ivy Mukherjee, Regional Head 
NK Minda Group Executive Director, MBD Group (South), HCG, Watson Wyatt 


YES BEGAUSE: According to HR consultants, financial services, banking and technology 
sectors have seen the maximum decrease in hiring. The sectors saw a steep growth in the past four 
years and, as a result, enjoyed high visibility. Now, with the talent crunch having become more appa- 
rent, both are facing trying times. The growth in these two sectors affected compensation levels in other 
industries as well. In some cases, the cost of hiring has nearly doubled in the past few years. The auto 
and auto ancillary sector has also gone slow on recruitments. Employee turnover, which in some cases 
was as high as 30-40 per cent, has fallen. In addition, employees now seem sceptical of going to new 
companies, where growth plans have become uncertain due to a slowing economy. 


N O BECAUSE: The education sector is one that has not witnessed much of a slowdown in 
hiring. Industry insiders point to the government’s Rs 13,000-crore education budget and the Sarva 
Shiksha Abhiyan programme to indicate that growth sentiments are still bullish. Another sector 

where hiring seems to be on a fast track is insurance. Insiders say that with hundreds of millions of 
Indians still uninsured, recruitment of agents and back-office staff continues at a rapid pace. This, 
despite the fact the number of players entering the industry is growing by the day. Traditional brick-and- 
mortar industries have also not let up in their hiring plans. The infrastructure and construction sectors, 
in particular, seem to be fuelling much of this. 


MAYBE BECAUSE: Across the board, quality has become a big problem. Even 


companies that said they were continuing with aggressive recruitment plans acknowledge that they 

have had to take a hard look at candidates. Many say that they have already taken action to ensure that P 
their expansion plans do not suffer due to lack of quality human resources. If the economic slowdown 
continues and the country enters a recession, then employers will turn even more choosy. 

In such a scenario, the people who have to worry about the employment scenario include serial 

job hoppers and generalists. Domain experts, particularly those with quality soft-skills will, however, 
continue to be in demand. 
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Chinese 
Patents Rising 


by ashok v. desai 


IN 1970, INDIA BROKE AWAY FROM THE WORLD 
patent system. It abolished product patents 
in food, chemicals and pharmaceuticals, and 
opened the gates for its firms to break other 
countries' patents and produce any drugs 
they liked. Thousands of small firms came 
up and started making copycat drugs. India 
became the haven of cheap drugs. It became 
such a serious threat that industrial coun- 
tries had to bribe it to bring it back into line. 
In the Uruguay round they offered India a 
bargain: if it and its lawless allies such as 
Brazil enacted proper patent protection, the 
industrial countries would open up their tex- 
tile markets to developing countries. Both 
sides had ten years to fulfil their bargain af- 
ter the Uruguay round agreements were 
signed in 1995. The industrial countries kept 





Mashelkar 
was unlucky 
enough to get 


However, the world supremacy of Japan in 
patenting, achieved with this administrative 
trick, is declining. Patents registered in 
Japan went up about 15 per cent between 
2003 and 2007; patents in the US went up 
about 30 per cent. But Chinese patents al- 
most doubled. China is still an infant com- 
pared to the US and Japan; its patents have 
just exceeded 100,000. Patenting is prima- 
rily a business activity; it is businesses that 
obtain patents for those innovations that 
they want exclusive use of or would like to li- 
cense out. Patents taken by universities and 
laboratories are less than 5 per cent ofthe to- 
tal in most countries. The two exceptions to 
this rule are China and Russia; 10-15 per 
cent of their patents are given to academic 
institutions. Both countries have tradition- 
ally spent heavily on universities and labora- 
tories; and, as in India, the number of 
patents taken out is one of the parameters to 
judge academic institutions. In India, the in- 
centives lead to at most a few hundred 
patents; in China and Russia, the number of 
academic patents runs into thousands. 

Many patents are the result of incentives 
such as those just mentioned; some are a 
measure of pride. Multinationals look for 


Murli 


their side of the bargain. India dragged its Manohar patents of high value, and maximize value by 
feet as long as it could, but finally kept its 4 taking out secondary patents in the big in- 
promise in 2006. Joshi as dustrial markets — the US, the EU and 

Altogether, patent protection is stronger minister; the Japan. Japan doubled its share of these triple 
across the world than it was ten years ago. patents between 2003 and 2007; now al- 
The impact can be begun to be seen. Accord- score was most one out of two such patents is Japan- 
ing to a Thomson-Reuters study, the number love all ese. The American share used to be over a 


of primary patents filed in ten countries — 

G8 plus China and South Korea — increased 

16 per cent between 2003 and 2006; the to- 

tal number, including refiling in countries other than the 
country of origin, went up 21 per cent. On the average, refil- 
ings in 2003 were roughly two-thirds of original patents; in 
2007 they were about four-fifths. Patenting activity remains 
primarily national. Few patentors seek protection in other 
countries as well. But their proportion is going up. 

The United States is the world's leading country in most 
things, but not in patenting; the country that hands out the 
largest number of patents is Japan. In 2007, it registered al- 
most 600,000 patents, while the US registered about 
400,000. Japan has two categories of patents, major and 
minor. Significant advances in science and technology qual- 
ify for major patents. But there are many small improve- 
ments in techniques of research and production; Japan gives 
them patents too. The object is not so much to give the 
patentor a monopoly, but to give small improvements pub- 
licity, so that patentors can find licensees for them. 


third; it has come down to a fifth. Germany's 
share used to be 10 per cent of the total; it 
has come down to less than 5 per cent. 

The ascendant country is not China; it is South Korea, 
whose share has grown from 2 to over 10 per cent. South Ko- 
rea was pretty isolated on account of its language; but it is 
rapidly latching on to the global innovation system. And In- 
dia? India figures nowhere. Not that it has not been trying; 
ever since Independence it has been investing large sums in 
government laboratories and universities. But their patent 
output has been measly. Ramesh Mashelkar, when he be- 
came director general of Council of Scientific and Industrial 
Research, tried to change this culture of “spend, spend and 
forget results"; he tried to make laboratories take out more 
patents. But he was unlucky enough to get Murli Manohar 
Joshi as minister. The score was love-all. India continues to 
wait for a return on its investment in science and technology. 





The author is Consultant Editor of Buelyusnsorid. 
ashok.desai (à) gmail.com 
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Steep Decline 


| Ranbaxy's share price movements on BSE for the past one week 


| Source: CapitalinePlus 
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Pincer 


by Gauri Kamath 


SHARES OF RANBAXY LABORATORIES 
were badly hit this week by devel- 
opments in a three-year-old inves- 
tigation into its manufacturing and 
business practices by the US's De- 
partment of Justice (DoJ) and its 
drugs regulator, the Food & Drug 
Administration (FDA). 

The stock, which lost 20 per cent 
ofits value over two days, reacted to 
concerns over the future of Gur- 
gaon-based Ranbaxy's US opera- 
tions that account for 26 per cent of 
its 2007 revenues, and any fallout 
on an imminent takeover of India's 
largest drug maker by Japan's Dai- 
ichi Sankyo in a $4.6-billion deal 
announced last month. 

A motion filed in a 
district court in Ma- 
ryland in early July by 
US government lawy- 

ers says Ranbaxy is 
(RS | | beinginvestigated for 
|| allegedly violating US 
laws governing the 
manufacture and sale 
| of medicines, and for 
| the submission of 
false claims to the 





governments health-benefit programmes. 
The motion, intended solely to aid the inves- 
tigation by forcing Ranbaxy to share details of 


certain manufacturing and quality audits con- 
ducted by US consulting firm Parexel, does not 


Daiichi is 
unlikely to 
change its 

plan to 
acquire 
Ranbaxy 


frame any formal charges against the company. 
At the time of writing, the stock had recovered 
partially as company executives belatedly 
moved to control the damage, holding calls and 
meetings with analysts and the media. 

Ranbaxy says it has already agreed to share 
the audits with the US government. A state- 
ment released to the media also denies all alle- 
gations contained in the motion. But media re- 
ports have suggested during the week that 
Daiichi Sankyo could revisit its decision. 

That seems unlikely. For one, Daiichi has 


pharmaceuticals 


stated its intention to press ahead with the deal. 
“We will not change our stance,” says a spokes- 
person at Dentsu, Daiichi's public relations firm 
in Tokyo. Two, Daiichi, whose shares also fell 
5.5 per cent, knew of the investigation, though 
how much it knew is still not clear. "We think 
Daiichi Sankyo was aware ofthis situation prior 
to closing the agreement to acquire shares,” says 
analyst Hidemaru Yamaguchi at Tokyo’s Nikko 
Citigroup in a 14 July note, and adds that he 
sees "no need for pessimism". Three, the unde- 
rlying logic of the deal — which aims to 
combine generics and innovation into a single 
company straddling key markets in the East 
and West — stays unsullied. 

The allegations are grave, coming as they do 
after a DoJ raid last year on Ranbaxy's US offices 
where it seized documents and computers, and a 
2006 decision by the FDA to stop approving 
new drugs from one of Ranbaxy's manufactu- 
ring facilities in Paonta Sahib, Himachal 
Pradesh. “The FDA does not go in and seize 
records and computers unless it feels it has due 
reason, says David Rosen, a partner at US law 
firm Foley & Lardner, where he co-chairs the 
Life Sciences Industry Team and heads the FDA 
practice. (FDA officials were reportedly present 
at the DoJ raid.) But Rosen does not believe this 
will tarnish the image of other drug companies 
from India. Mark Bradshaw, a US-based con- 
sultant to drug makers on FDA issues, agrees. In 
the past decade the agency has hauled up a num- 
ber of drug companies for manufacturing issues, 
he observes. “Several companies with bulk drug 
manufacturing facilities in the US and in many 
other countries have failed audits,” he adds. “It is 
likely that the rate is no different in India.” 

Some believe otherwise. “This gives a great 
stick to vested interests to beat Indian generics 
companies with,” says a senior industry lobbyist 
in Mumbai, who did not wish to be identified. 
In recent months, US drug companies have 
complained that manufacturers in China and 
India are not inspected as often as local US 
companies leading to suspect quality, he says. 
Ranbaxy will have to work overtime to mend its 
relationship with the FDA, which appears to be 
under severe strain, he adds. 

Some Indian analysts say it is difficult to judge 
the full impact of the latest revelations. “Until a 
formal chargesheet is framed, it is tough to call;" 
says Nitin Agarwal, a pharma analyst at Mum- 
bai's SSKI Securities. “We are not aware of any 
precedent in such a case,” says Deutsche Bank 
analyst Abhay Shanbhag in a note adding that 
put together with Daiichi’s statement the 
episode was “difficult to analyse". 


gaurt.kamath@abp.in 
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Outsourcing 


The TCS- 
ACNielsen 
deal has 
re-ignited 
outsourc- 
ing politics 


NIGHT RIDERS: 

With no signs of slowing 
down outsourcing to 
India, BPO employees 
have a reason to smile 


Outrage 


by Dhanya Krishnakumar 


THE OPPOSITION TO THE $1.2-BILLION OUTSOURC- 
ing deal between ACNielsen and Tata Consulta- 
ney Services (TCS) has reignited the debate 
over US companies’ outsourcing of IT jobs to 
India. It was ACNielsen’s decision to lay off 117 
workers at its campus in Oldsmar, Florida, that 
caused a furore with the city council authorities 
and locals protesting. But this is something In- 
dian IT outsourcing will have to handle, espe- 
cially in the run-up to the presidential elections 
and rising unemployment in the US. 

For instance, though TCS is under attack, the 
fact is that ACNielsen had relocated from its fa- 
cility in Dunedin in Pinellas County, Florida to 
Oldsmar in the same county in 2003. At that 
time, ACNielsen was offered tax incentives by 
the Florida government to create high paying 
jobs in Pinellas County. Now that the company 
has decided to outsource its work, the state cou- 
ncil is crying foul. “There is no legal angle to it 
and TCS has nothing to do with this,” says Avin- 
ash Vashistha, CEO and MD, Tholons, an inve- 
stment and advisory firm. “Whatever decision 
ACNielsen takes, it has to absorb the fallout.” 

Adds Vashistha, “Low-cost states in the US 
use incentive-based schemes in an attempt to 





TRIBHUWAN SHARMA 


IW (een information technology 


attract companies to set up base there and crea- 
te jobs in rural America.” But global companies 
take work to other regions, based on cost arbitr- 
age and performance levels, and the state ca- 
nnot hold them hostage to tax incentives. Also, 
such contracts, analysts say, are signed knowing 
that the jobs created are not permanent. 

This isn’t the first time Indian firms are under 
attack. The US H-1B programme, which allows 
Indian nationals to work on projects within the 
US, has always been under scrutiny. In 2007, 
Indian IT firms saw a drop of over 50 per cent in 
the number of H1-B visas issued to them. And 
in April this year, ahead of the US presidential 
elections in November, US Senators Richard J. 
Durbin and Charles E. Grassley had written to 
nine Indian companies seeking detailed infor- 
mation on how they used the visa programme. 
The letters are expected to determine if the H- 
1B programme is being used for its intended 
purpose to fill a temporary worker shortage. 

“Outsourcing to India is not what the US sho- 
uld be debating, and we don’t expect it to be a 
big issue this time,” says Som Mittal, president 
of Nasscom. “They have bigger concerns such as 
the economy and unemployment to deal with.” 
In fact, unemployment figures show that states 
such as Ohio and Detroit that are manufactur- 
ing strongholds are faring poorly. In this con- 
text, it makes greater business sense for compa- 
nies to outsource their work. 

Evidently, the outsourcing juggernaut is diffi- 
cult to stop. According to Nasscom, in FY07-08 
BPO exports are up by 30 per cent, with reven- 
ues of $10.9 billion. Nasscom’s annual survey 
shows that BPO remains a key priority for custo- 
mers and demand for offshore delivery is strong. 
As per the study, one in four US CIOs expects to 
increase offshore spending over the next year, 
while over 70 per cent are likely to maintain cur- 
rent levels. “US firms outsource to India because 
they lack the talent and scale at home,’ says Mit- 
tal. “Indian firms are helping them enhance the- 
ir productivity, decreasing their time to market 
by shortening product and delivery lifecycles.” 

Even Forrester Research’s Global IT 2008 
Market Outlook projects that overall global IT 
spends in 2008 will grow moderately to $1.7 
trillion. Of this, IT services and outsourcing 
revenues will grow by 3.8 per cent to $162 bil- 
lion in the US, while Europe will grow 6.4 per 
cent to $148 billion. According to a senior offi- 
cial in another outsourcing major, there are no 
signs of outsourcing slowing down or being af- 
fected. At best, the protests are a temporary 
phenomenon. In fact, the deal pipelines are bet- 
ter and more robust than the previous year. 


dhanya.krishnakumar@abp.in 
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The nature 
of share- 
holding in 
stock ex- 
changes is 
intriguing 





Owners 


by Rajesh Gajra 


IT GOES WITHOUT SAYING THAT FOR INVESTORS, 
market intermediaries and companies to have 
an efficient interface with each other, the stock 
exchanges’ functioning and ownership patterns 
matter a lot. BW had earlier reported on the 
flurry of stake change announcements last year 
by National Stock Exchange (NSE) and Bom- 
bay Stock Exchange (BSE) — see ‘The Stakes 
Are High, BW, 14 January 2008. The NSE had, 
at that time, revealed its entire list of sharehold- 
ers to BW. The BSE had not, and it still has not. 

But BW has now accessed the top 100 share- 
holders’ details, as of 13 September 2007, of the 
corporatised BSE from its filings with the Reg- 
istrar of Companies. About 20 top shareholders 
are not brokers, and own about 50 per cent of 
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SEs Surprise 


BSE's share capital of 7.72 million shares of face 
value Re 1 each. The balance is owned by about 
700 member-brokers of BSE. 

There is something inscrutable about the two 
exchanges ownership patterns, but more so in 
the case of BSE. To gauge the quality of BSE's 
non-broker shareholders, a look at their names 
and details is imperative (see table “Motley 
Owners Of BSE’). It is public information that 
two foreign exchanges — Deutsche Borse and 
Singapore Exchange —own 5 per cent each in 
BSE. Two other 5 per cent stake-owners are Life 
Insurance Corporation of India and the State 
Bank of India, which also own 12.4 per cent and 
10.4 per cent, respectively, on the NSE (as of 
November 2007 data). 

Just as NSE had little-known foreign owners 
such as Softbank Asian Infrastructure Fund (5 
per cent) and Saturn India-Saturn South Asia (1 
per cent), BSE also has its share. UK-based 
Acacia Banyan Partners, a Securities and Exch- 
ange Board of India (Sebi)-registered foreign 
institutional investor sub-account, holds 4 per 
cent stake in BSE. Atticus Mauritius, which also 
holds a 4 per cent stake in BSE, belongs to New 
York-based activist hedge fund, Atticus Capital. 
Dubai Financial, part of a sovereign fund, Dw- 
bai Holding, also has 4 per cent in BSE. 

Among Indian-resident shareholders are S. 
Gopalakrishnan, CEO and managing director 
of Infosys Technologies, who holds a 1.06 per 
cent personal stake, and Srinivasa Nadathur, 
former deputy managing director of Infosys, 
with a 1.13 per cent stake through his company 
Nadathur Holdings & Investments. “I have in- 
vested in the exchanges, since I believe these are 
good long-term investments,” says Gopalakris- 
hnan. NSE, too, has an IT tycoon as its sh- 
areholder, Aziz Premji (0.86 per cent). 

The only other recognisable non-broker, In- 
dian-resident shareholders of BSE are Bajaj 
Auto, which has a 3 per cent stake, and Bennet, 
Coleman & Co., which owns 1.06 per cent. 
Among the rest, a Karnataka-based mining 


.company, MSPL, has somehow been interested 


in taking a 1.06 per cent stake in BSE. Other 1 
per cent stakeholders, such as Anuj V. Mehta, 
Isheta Investment and Vinod D. Shah, add to 
the inserutability of BSE’s ownership quality. 
BSE refused to respond to BW's queries. 

Sebi, being the regulator of stock exchanges, 
needs to be alert on the nuances of the 
shareholding patterns of BSE and NSE. The 
recent trouble in BSE’s board of directors (see 
‘In The Eye Of A Storm, BW, 7 July 2008) high- 
lighted the need for closer scrutiny of stock 
exchanges functioning. 


rajesh.gajra (o abp.in 


28 JULY 2008 29 BUSINESSWORLD 














www.euroncap.com 





HEY... YOU SAW ME, 





T PRETEND YOU DIDN'T. 








Created by the people, for the people, Fiat 500 is now ready 
to weave the same magic it created in Europe. 


500 now in India. 


www.fiat500.co.in 


oAFER 






o 


www.euroncap.com 





SALES, SERVICE AND SPARES BY 


TATA MOTORS 





D 
euro ap NCAP CH NTIIIAN 





Bangalore: Concorde Motors, 26/2 and 27/2, Mysore Road, Adj.to Rajarajeswari Nagar RTO, Bangalore - 500059. Tel.: 66669400 / 10 / 11 / 12 
* Delhi: A One, 18, Kanchan Jangha Building, Barakhamba Road, Delhi - 110001. Tel.: (011) - 41514700 - 5 * Him Motors, D-9 
Udyog Nagar, New Rohtak Road, Peeragarhi, Delhi - 110041. Tel.: (011) - 25487001-9 e Hyderabad: Malik Cars, 6-3-248/1 
Opp. Taj Banjara, Indralok Complex, Road No.1, Banjara Hills, Hyderabad - 500034. Tel.: (040) - 23303752 / 53 /54 e Mumbai: Concorde 
Motors, Llyods Centre Point, Unit No 1, Appa Sahib Marathe Marg, Opp Standard Mill, Prabhadevi, Mumbai - 400025 
Tel.: (022) - 66661700 ə Pune: Pandit Automotive, Ashok House, Tilak Road, Pune - 411 002. Tel.: (020) - 2444 0608 / 0704 / 0603 / 0701 


e Mohali: Hind Matare R.18 Inditetrial Aran Dhaean ll RÁAh Ali TALI. /n4 701 Ennnanan 


Bound Together 





Parallel 
Universe 


by nayan chanda 


LISTENING TO THE EARTH SCIENTISTS AT THE 
Tallberg Forum speaking about the likely 
calamities caused by global warming, I had 
the sensation of entering a parallel universe. 
It is a universe where an adaptive and inven- 
tive human race has grown to over six billion 
people, created bountiful and rich civilisa- 
tions built on fossil fuels, and has emerged as 
the most important specie to geologically al- 
ter the planet. Man-made greenhouse gas 
has placed the Earth in a slow cooker. In this 
parallel universe, the phrase ‘glacial pace’ 
does not mean excruciatingly slow. Not 





to the one on which civilisation developed 
and to which life on Earth is adapted, CO2 
must be reduced from its present 385 ppm 
[parts per million] to, at most, 350 ppm”. 
Others, gathered at Tallberg Forum in late 
June, spoke of a planetary emergency that 
called for urgent action to put an end to fossil 
fuel emission. The universe that scientists 
spoke of looks like the one we inhabit, yet it is 
not the one that politicians seem to be con- 
cerned about. 

That there is indeed a different universe 
inhabited by world leaders was brought into 
view in Washington DC and the recent G-8 
summit in Rusutsu, Japan. The Bush admin- 
istration, which only recently, and grudg- 
ingly accepted the reality of global warming, 
finally showed what it really believes by dis- 
owning its own scientists. It decided to bury 
the Clean Air Act, which its own Environ- 
mental Protection Agency wanted to use to 
regulate greenhouse gas emissions. It was 
the wrong tool for the job, the agency's head 


when the vast majority of the world's The dictum said in a volte face, as White House officials 
160,000 glaciers are in retreat, at an increas- from G-8 slammed the aborted proposals as *cumber- 
ingly rapid rate. The Gangotri glacier feed- some" and *an economic burden". 
ing the Ganges has been retreating since the leaders In this universe, the political expediency 
Industrial Revolution, but its shrinking has rove d that of kicking the can to the next administration 
accelerated in recent years. In the past 25 p and not big business backers, trumps ab- 
years, it has shrunk almost a kilometre. As power games stract concerns about the planet. Though 
the Gangotri is the main source of fresh wa- much loftier in rhetoric than plain-speaking 
ter nourishing the north Indian plains, the matter Epor White House officials, the pronouncement 
decline of this frozen reservoir is the starkest than facing from G-8 leaders originated in a universe in 
reminder of the danger that global warming new which retaining power, manoeuvring to stay 
poses to the lives of millions of people. ahead, and passing the buck matter more 
Scientists are alarmed by the gathering challenges than coming to grips with an unprecedented 


speed at which the Arctic sea ice sheet is 

melting. The displacement of sunlight- 

reflecting ice by dark, heat-absorbing water, the scientists 
say, may be setting in motion a feedback loop. NASA's top cli- 
mate scientist, James Hansen, warns that the breakup ofthe 
West Antarctic and Greenland's ice sheets could push the 
world climate system across a tipping point, where the disin- 
tegration of thick ice sheets would be unstoppable. The 
melting of the Siberian permafrost will release a huge quan- 
tity of methane gas from organic material below, contribut- 
ing further to the greenhouse effect. While rising ocean lev- 
els will threaten the poorest first — from Bangladesh to the 
Pacific islands — the world's major coastal cities may not be 
spared. Rising temperatures will bring drought to some 
parts of the world, and storms and flooding to others. 

While scientists are loath to link the hurricanes and mas- 
sive floods of recent years to global warming, these events do 
fit the pattern predicted by scientists decades ago. Hansen 
warned that “if humanity wishes to preserve a planet similar 


challenge. They spoke of achieving at least a 

50 per cent reduction in global emissions by 
2050, but without specifying from what level or how they in- 
tend to achieve that target. They promised to help support 
the mitigation plans of developing economies through tech- 
nology, financing and capacity-building, but the resources 
for the task mentioned were pitifully inadequate. And that 
promise of help too was predicated upon commitment by 
major developing countries to cut emissions. It is business as 
usual in our known universe where politicians pander to 
short-term interests rather than ask for sacrifice. 

The fact is that there really is one universe where north 
and south will sink together. As Bo Ekman, founder of the 
Tallberg Forum, put it, “We have only ourselves with whom 
to negotiate. We cannot negotiate with melting glaciers." 





The author is director of publications at the Yale Center for 
the Study of Globalisation and Editor of YaleGlobal Online. 
boundtogether.bw (a) gmail.com 
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OUIS Vuitton Malletier's 
Chairman and CEO Yves Car- 
celle is certain of creating a 
Parisian experience in South 
. Delhi's middle-class Vasant 
- Kunj. Carcelle, 60, who is 
| oe credited with transforming 
2 the French luggage maker into one of the 
biggest luxury brands across categories such as 
ready-to-wear, shoes, jewellery, accessories and 
the famous monogrammed brown LV bag, is 
emboldened by what he perceives is a giant leap 
for luxury brands in India — the opening of an 
LV store in Emporio, the capital's only truly lux- 
ury mall that is still to open its doors to the city's 
.. eognoscenti. Sipping an espresso at the store — 
_. which was opened briefly for his visit — Carcelle 
says that this marks a big leap for luxury brands 
|. as they move from the safe haven of top-end 
_ — hotels to a mall environment. 

Emporio in Delhi's Vasant Kunj will house 
multiple global luxury brands such as Italy's 


:: fashion and leather goods maker Gucci, and 


shoes, handbags, accessories maker Ferrag- 


< amo; Frances watchmaker-jeweller Cartier; 


< and some making their debut in India, such as 
. American jewellery and silverware maker 
. Tiffany &Co. In the tony Vittal Mallya Road in 
4 Bangalore, UB City — an upcoming project 

with 1 million sq. ft of high-end commercial, re- 
tail and service apartment space — hopes to 
replicate a luxury shopping experience that can 
be compared to spending a leisurely afternoon 
. on Rue Saint Honore in Paris or taking a stroll 
. down Ginza district in Tokyo. ^I can see people 
spending afternoons here (at Emporio), enjoy- 
ing a beverage and indulging in the luxury expe- 
rience, says Carcelle (see interview on page 72). 


(o The New Luxury 

> Carcelles comments show how things are 
, changing for luxe brands, which have thus far 
. refrained from plunging into the Indian mar- 
ket. For instance, Louis Vuitton has over 20 
- stores in China, but in India, it had only a store 


^. each in Delhi and Mumbai, before it set up shop 


in Emporio and UB City. So has Gucci. High- 
end menswear brand Zegna has only one store 


in Mumbai, as have handbag maker Fendi and 
apparel and accessories maker Burberry, while 
women’s designer fashion maker Escada has 
three outlets in Mumbai and Delhi. Early en- 
trant Tarun Joshi, managing director of Brand- 
house Retail, who brought Escada and Dunhill 
to India, says patience pays off in this market 
and global brands have to invest for several 
years before the pay-off really begins. “In the 
first three years, any sales you make are good,” 
he says. “However, five years hence, I see expo- 
nential growth for the industry as exposure to 
global markets increases and, the desire to look 
like westerners increases among Indians.” Even 
as the number of global brands that want to woo 
India’s super rich increases, it's difficult to as- 
sess whether these icons of luxury are really on 
the cusp of explosive growth in the subconti- 
nent. However, there is statistical and anecdotal 
evidence that these brands are not investing 
millions of marketing dollars in vain. 

Despite growing concerns over inflation and 
an economie slowdown that may have damp- 
ened buying sentiment, some new players have 
met with initial success in the Indian subconti- 
nent. Fashion magazine Vogue, a 100 per cent 
subsidiary of Conde Nast India, claims that it 
has a print run of 50,000 copies and it plans to 
introduce other global brands such as GQ, 
Glamour, Vanity Fair and Conde Nast Trav- 
eller. After several aborted attempts to run 
properties in India, US-based luxury hotels and 
resorts chain Four Seasons is finally here in 
Mumbai. Connoisseurs say that service stan- 
dards at the Mumbai hotel are comparable to 
any other Four Seasons in the world. Con- 
sumers are far more demanding, too. India's su- 
per rich no longer consider a Ferragamo bag or 
a Chanel dress uber luxe. Instead, the snob 
value is derived from new categories. Fendi 
strollers and Prada diaper bags for hundreds of 
dollars are the rage among Bandra moms. 

Alongside, the demand for traditional luxe is 
robust. Car maker BMW believes sales will 
grow at least 60 per cent from a small base. 
Audi is equally gung-ho. “In the first four 
months ofthe year, we achieved a sales record of 
123 per cent in comparison to last year,’ says 
Benoit Tiers, Audi India's managing director. 
Mercedes Benz, an Indian favourite, says that 
sales for 2008 will touch 3,000 vehicles. A new 
E 230, the latest in the E-class line of Mercs, 
costs roughly $90,000 a car. Signs of a slow- 
down? Not really. Estimates on luxe spending 
corroborate the automobile makers' optimism. 


Spending Big 
Consultant KSA Technopak estimates that 1.8 
million Indian households earn over $100,000 
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€ More and more global 
luxury brands are feel- 
ing encouraged to come 
to india where the 
gestation period is 

expected to be shorter 


9 Domestic players too 
are trying catch up, 
and cash in on the 
growing spends of the 
Indian uber rich 


OLD MONEY, 
With erstwhile royalty's 
lavish lifestyles, world 


class craftsmanship and 


tradition of bespoke 
designing, Indians are 
well versed in the 
concept of luxury 





NEW PLAN: 

Indian brands such as 
Hidesign are reposition- 
ing themselves to com- 
pete with global players 
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Premium Opportunity 


The Indian market for luxuries is projected to grow to $56 billion by 2017 
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or more per year, and spend about $10,000 per 
year on luxury or premium goods and services. 
This adds up to a market potential of about $18 
billion in 2007 for the luxury and premium seg- 
ment. This number is expected to grow three 
times in the next 10 years to $56 billion (includ- 
ing $8 billion for luxury alone), 
according to Technopak. 

Merrill Lynch and CapGem- 
ini's World Wealth Report 2008 
says India, China and Brazil had 
the highest high net-worth indi- 
vidual (HNI) growth at the coun- 
try level. Not just that, in 2007, 
India actually led the world in 
HNI population growth at 22.7 
per cent, exceeding gains of 20.5 
per cent in 2006. Not surprising, 
considering that the bullish stock 
market created several new bil- 
lionaires (see ‘India’s New Super 
Rich, BW, 30 june 2008), though 
some of these fortunes may also 
have melted away in recent 
months. The report notes that 
many of the newly minted mil- 
lionaires from Moscow to Mum- 
bai — who made their fortunes in 
the global commodities boom — 
are active participants in art auc- 
tions such as those by Christie's 
and Sotheby's. 

While last year was a good year 
for ‘passion spending, as the ML- 
CapGemini report points out, 
there still may be more cheer in 
store for the luxe industry. Con- 
sultants such as Technopak esti- 
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mate that the gestation period for the global 
luxury industry in India is expected to be much 
shorter at 5-8 years compared to China's over 10 
years. “I think we're going to leapfrog as we have 
no legacy,” says Conde Nast India Managing Di- 
rector Alex Kuruvilla. “If a millionaire buys a 
boat, he’s going to buy the latest and not trade 
up. We're in a market where the super rich up- 
grade directly from Indian Airlines to private 
jet ownership.” 

So, besides luxury brands, if publications, re- 
altors, consultants and even writers anticipate 
they're on to a good thing, do Indian players re- 
alise the potential of this industry? What are 
they doing to compete with the global brands? 


Indian Luxury 

The reality is that India can boast of only a 
handful of established luxury companies. With * 
our palaces and erstwhile royalty's lavish 
lifestyles, world class craftsmanship standards 
and tradition of bespoke designing and tailor- 
ing (see 'Beyond Bespoke' on page 48), Indians 
are well versed with the concept of luxury. But 
only select players in categories such as hotels 
and jewellery have managed to offer world class 
products. Others, such as Titan, Raymond and 
Hidesign, do not want to cede their space, and 
expect that it is merely a matter of time before 
they can hold their own against years of Euro- 
pean excellence in luxury craftsmanship. 

So, domestic luxury companies are attempt- 
ing to carve out a unique positioning in a mar- - 
ket where consumers are logo crazy as well as 
individualistic. Titan is an apt example. The 
watch maker, which gets a bulk of its sales from 
the mid-premium segment (up to Rs 10,000), 
hopes its “granular understanding" of the In- 
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DOMESTIC PLAYERS: 
Indian brands such as 
Raymond are investing 

in the high-end 
segment as well 


dian customer's psyche and 
innovations will see it 
through as far as the top-end 
is concerned. While Titan 
doesn't compete with the top 
luxury global watch makers, 
it operates in the super-pre- 
mium segment along with 
global brands such as Tag Heur, Omega and 
Rado. 

In this segment, the company has tried to 
cash in on the Indian womans love for gold by 
creating products with this unique positioning. 
The company offers the Nebula range (an 18- 
carat line priced up to Rs 1.1 lakh). It has also 
launched a Swiss-made line called Zylus that of- 
fers the assurance of a “Made in Switzerland" 
watch (priced up to Rs 35,000 a piece). ^We 
don't fear global brands,” says Titan's marketing 
head Suparna Mitra. “We are seeking more 
drama at the top. At the same time, we realise 
that we have to do something new every month, 
whether it's offering signature pieces for Nebula 
and Zylus, or innovating on technology like our 
Nebula Zeus 18 carat, automatic, Swiss made 
limited edition of 500 pieces.” 

The president of Raymond's apparel busi- 
ness, Shreyas Joshi, agrees: “Luxury brands get 
built over a period of time and we are clear that 
we will keep investing in the high-end segment. 
Our fabric and styling is comparable to the Zeg- 
nas, Boss and Canalis, but since they have ori- 
gins of US or Europe, consumers may perceive a 
difference.” Having said that, Joshi is convinced 


foreword 


that luxury pertains to the entire 
shopping experience and once the 
customer walks through the door, 
Raymond can convince them to 
buy a Rs 12,000 shirt or a Rs 1.25 
lakh suit by the sheer strength of 
its product and the experience. 
Last year, the fabrics and apparel 
company sold 1,000 shirts priced 
at Rs 12,000 and 100 suits priced 
over a lakh in its Manzoni range 
that it has been nurturing for over 
seven years. 

Pondicherry-based Hidesign’s 
Dilip Kapoor is another entrepre- 
neur who feels the need to re-posi- 
tion his brand as global acces- 
sories become more popular in 
India. Hidesign (in which Louis 
Vuitton has made a financial in- 
vestment) sells 65 per cent of its 
products overseas at retail and 
top-end stores such as the House 
of Fraser in the UK. “Earlier, we 
were everything to everybody but 
now as more brands come to India, we are hav- 
ing to find our place all over again,” admits 
Kapoor. He realises that brands such as Gucci 
and Prada are for the status-oriented. In a bid to 
differentiate itself, Hidesign is trying to appeal 
to the woman who goes out straight from work. 
“It’s a bag that is feminine, but can be taken to a 
conference by a woman executive without being 
perceived as a bimbo,” he adds. Kapoor is confi- 
dent about his products. 

Some other luxe players are clear that the 
hard work of the past will hold them in good 
stead. Indian Hotels’ Vice-Chairman R.K. Kr- 
ishna Kumar says, “I am looking forward to the 
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Taj giving it back much better than it ever did in ` 


its history. I will say while in India we are clearly 
ahead of these people even when you test in a 
foreign environment, we've done a superb job". 
While some Indian brands such as Hidesign or 
the Tata Group's Indian Hotels compete with 
global brands in their home markets, other In- 
dian brands will have to deal with what we call 
“the spillover effect”. There have already been 
some signs of this as cosmetic brands such as 
skin care major Ponds has revamped its product 
range, and luggage maker VIP has tried to emu- 
late the Samsonites. 

The maturing of Indian brands adds a new 


- 


dimension to the luxury experience in India. _ 


Coupled with the increasing presence of global ` 


luxury and premium brands, the country's lux- 
ury market is ready to move to the next level. 





With inputs from Pierre Mario Fitter 


28 JULY 2008 40 BUSINESSWORLD 


What are you waiting for? 
Introducing the New E 230 and E 220 CDI 


Your heart was always set on the E-Class. Now the new 
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snug, there is the THERMOTRONIC 4-zone climate control - = 
system. You will be heartened by the Bi-Xenons that turn — — Hes 
the night into day, and be reassured by the innovative sae s Se 
concepts that make the E-Class one of the safest cars on the 
road. So why not take it for a test drive? The experience - 
you've been waiting for is now within reach. — 
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Delhi: T&T Motors Ltd.: (011) 26821005. Mumbai: Auto Hangar (India) Pvt. Ltd.: (022) 66123800. Chennai: Trans Car India Pvt. Ltd.: (044) 24324141. 
Kolkata: Interkrafts: (033) 24483894. Sanghi Motorcar Co.: (022) 23842244. Cochin: Rajasree Motors Pvt. Ltd.: (0484) 2706432. 
Ludhiana: Tai - Pan Traders Ltd.: (0161) 5086333. Pune: Millennium Motors Pvt. Ltd.: (020) 66085750. Coimbatore: Sundaram Motors: (0422) 2452020. 


Hyderabad: Adishwar Auto Diagnostics Pvt: Ltd.: 
Mahavir Motors: (040) 66668008. 


It is our constant endeavor to be in touch with our esteemed customers. In case you are a Mercedes-Benz customer, we request you to kindly update 
us with your current contact details: name, address, telephone number, mobile number and e-mail id and send it to dccac 1Gdaimler.com 
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by Piya Singh 


AT FIRST GLANCE, THE FOUR SEASONS SUPER-LUX- 
ury hotel in mid-town Mumbai is not really im- 
pressive. Built at the periphery of the city's mill 
district, the modern glass tower that boasts the 
Four Seasons brand doesn't seem to have the 
character of the Taj in downtown Colaba or the 
elegance of the Oberoi properties facing the 
Arabian Sea. 

That doesn't seem to bother the Four Sea- 
sons' management. *One evening, I ate dinner 
at a competitor's restaurant in the city that had 
a sea-view, says Four Seasons’ general manager 
Armando Kraenzlin. “When I came back to our 
hotel, I looked around and said to myself, sure, 
this is Worli and we don’t have a brilliant sea 
view. But, it’s not all about views. We offer a su- 


service and staff 


perb product — great rooms, a quiet lobby, a 
boutique hotel feel and we are here to redefine 
what luxury service actually means." 

Kraenzlin and his team have ensured that 
guests at the Mumbai hotel enjoy the same ex- 
perience as they would in any other Four Sea- 
sons property in the world. Services such as the 
in-house gym are restricted to guests only, the 
hotel has refrained from opening a discotheque, 
its lobby is tiny to discourage stragglers and it 
has got lots of press for its huge fleet of BMW 7 
series. But more than the effort to maintain ex- 
clusivity and offer top-end services to its guests, 
Kraenzlin believes it's all about the tiny details 
that truly please. Besides learning how to fry 
eggs and open bottles of wine perfectly, the Four 
Seasons staffers went around Mumbai on city 
tours to learn about the city's sights. ^A lot of us 
are foreigners, so we wanted to connect with the 
local food, shopping and community life so that 
we are well equipped to guide our guests with 
facts and trivia,” he says. 

As global players such as Four Seasons drive 
home the point that great service is really the 
differentiator in the luxury business, they are 
raising the bar as far as service standards are 
concerned. “Eventually, luxury is about an expe- 
rience and service determines the brand experi- 
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COMMON STRATEGY: 
Global players 

hire fresh talent and 
inculcate brands' 
values in the staff 





ence that a customer has,” says Vogue's parent 
company Conde Nast India managing director 
Alex Kuruvilla. So, whether it's buying a top- 
end branded handbag or spending an afternoon 
at the spa, it's more about how the staff deliver- 
ing the experience makes you feel. That makes 
it imperative to find the right people to deliver 
the experience. "India was known for great 
service in a very servile sense,” Jim Fitzgibbon, 
president, Worldwide Operations, Four Sea- 
sons, had told BW in an interview in March. 
"Indians got service because they were privi- 
leged. That's a bit different from service as a way 
of enjoying your time. Can you give the type of 
service that people will say is really special?" 

And whether it is global hospitality chains 
such as Four Seasons or luxury accessories and 
ready-to-wear brands such as Louis Vuitton, 
Jimmy Choo, Bottega Veneta (of the famous 
weave pattern) or Gucci, the common strategy 
is to go out and hire fresh talent and inculcate 
the brands' values in the staff. 

"We look for young employees who carry no 
baggage,” says Vijay Murjani, managing direc- 
tor of the Murjani Group, who brought brands 
such as Jimmy Choo and Gucci to India. *Then 
we put them through an extensive training pro- 
gramme, make them aware of what the brand 
stands for and prepare them for special circum- 
stances such as how to behave when a celebrity 
shopper visits the store. This is what ensures re- 
peat customers as a lot depends on word of 
mouth in the business of luxury.” 

The premium definitely is on young employ- 
ees. "We don't have any history in India and 
thus we have to differentiate ourselves from the 
existing players,” says Four Seasons’ Kraenzlin. 


hits) ce) aie service and staff 


"And what can make the 
clear difference in our 
minds is the staff — em- 
ployees who don't have pre- 
set ideas or mindsets. And, 
we hope by imparting the 
right training and stan- 
dards, we can also retain 
them for a long time." An- 
other reason why global 
brands are keen to hire 
fresh graduates is the lack 
of talent, especially in cities 
such as Mumbai or Delhi. 
"Say, were opening in Ban- 
galore, we cannot hire staff 
from other brands because 
they don't exist,” says Louis 
Vuitton's Malletier's direc- , 
tor international Phillippe 
Schaus. *So we hire young 
people and train them with 
the same standards as a store in Paris.” 

So, what are established luxury brands doing 
to compete with global players attempting to 
redefine what service really means in India? 
"The general perception is that all the Indian 
chains are going to have a tough time,” says In- 
dian Hotels' Vice-Chairman R.K. Krishna Ku- 
mar. "However, we had anticipated 10 years ago 
that we would face a new level of competition. 
And, we had a thorough review into the work- 
ings of the Taj as a luxury product and service.” 

Krishna Kumar says that not only did Indian 
Hotels redefine its physical properties and 
reposition its brands in the emerging environ- 
ment, but it also focused strongly on improving 
service standards. The Taj has initiated some 
unique processes to make services standards 
consistent, including classification of brand 
standards into categories such as the genuine ` 
palace experience and the genuine city experi- 
ence. "A tremendous amount of inputs have 
gone into training people,” says Krishna Kumar. 

He is confident that the uniqueness of the In- 
dian hospitality brands will see the industry 
through. He says Asian companies have had a 
record of outstanding service for years, “I think 
the true art of hospitality comes from the DNA 
of Asian groups,” he says. “We are less cold, less 
clinical, more warm... and many global brands 
are trying to offer just that kind of service" 

He may have a point, but it is clear that serv- 
ice standards in the domestic luxe industry are 
only going to improve with the entry of global ` 
players, and with the Indian players trying to 
match up to them. 
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RAVI CHAWLA, THE CREATOR OF THE COUNTRY'S 
oldest luxury retail brand, Ravissant, takes be- 
spoke — custom made products — very seri- 
ously. Catch Chawla in a chatty mood and he 
may recount the story of one of his clients who 
was so overwhelmed with Ravissant's bespoke 
designing that he handed over a blank cheque 
to the Punjabi entrepreneur. 

Chawla met George Jatania, a London-based 
businessman, around four years ago when 
Ravissant designed a 60-seater dining table 
with marble inlaid work and silver chairs for his 
250-year-old castle on the outskirts of London. 
After completing that commission spread over 
two years, which included bringing an *Indian 
feel" to the castle's dining room replete with sil- 
ver chandeliers without taking away from the 
family homes ancient British heritage, Jatania 
was hooked. *He then asked us to design a 7-ft 

idol of Srinathji for the family puja room,’ re- 
calls Chawla. What followed were four visits 
by Chawla to Srinathji's temple near Udaipur 
in search of inspiration, thousands of man 
hours of world-class craftsmanship in 

South India, ivory, silver and gold and the 

creation of an idol of the deity that made 

the proud owners weep (and offer the blank 
cheque, of course). 

Chawla seems to have hit a sweet spot 

and not just with the 
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MADE TO ORDER: 
Personalising anything 

one can lay their hands on, 
from watches to luggage, 
is the luxury industry's 
latest obsession 
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by Piya Singh 


Jatania family. He has caught on early to the in- 
creasing demand for one-off pieces. Barclay's 
Wealth Insight Report, based on surveys be- 
tween January and September last year of 790 
individuals with investible assets ranging from 
$ 20,000 to $3 million plus, talks at length 
about the increasing demand for bespoke. “Ex- 
clusivity and uniqueness matter enormously to 
the wealthy," says Milton Pedraza, chief execu- 
tive of New York-based Luxury Institute, that 
tracks the worldwide luxe market, to Barclays in 
the report. "When luxury brands are widely 
available, sooner or later, they lose their cachet 
of exclusivity.” The report points out examples 
of how a loss of exclusivity faced Pierre Cardin 
and Gucci in the 1980s. More recently, when US 
jeweller Tiffany & Co. started selling $100 
bracelets for younger adults — or, as some blogs 
say, to teenagers and surburban housewives — 
the brands traditional, wealthier clients were 
concerned, the report says. “And, in the UK, 
Burberry suffered from its popularity with a 
'downmarket audience.” 

All over the world, the super rich are turning 
to bespoke in their pursuit of custom-made 
products and services that denote uber luxury. 
So, whether it is the traditional Savile Row be- 
spoke suits or former Gucci designer Tom 
Ford’s latest made-to-measure 
service, custom-made jewels 
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been the norm in India 
for years, it's time we 


unlearnt it. Viren 
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from Graf or Van Cleef & Arpels or a one-off 
dress from Dior, bespoke is in. 

Even car makers are going bespoke. Ferrari, 
which recently concluded a two-and-half 
month all-India rally ahead of its scheduled 
launch in India next year, has a personalisation 
programme called One-to-One for its flagship 
612 Scaglietti out of its Maranello factory. The 
idea is to do with cars what haute couture does 
with clothes shoppers — completely custom de- 
sign a vehicle to the tastes of the buyer. Cus- 
tomers, with the help ofa Ferrari advisor, will be 
able to modify virtually every part ofthe car that 
does not affect reliability. The company indi- 
cates that the personalisation programme could 
extend to other locations so that buyers do not 
have to travel to Italy. 


For Indians, bespoke has been a way of life for 
centuries. Whether it's custom-made jewellery 
from the family goldsmith or the regular darzi 
(tailor) who would outfit all the women of the 
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household, we have been used to customised 
products and services. What the domestic luxu- 
ry industry, strangely enough, needs at this poi- 
nt is “unlearning the bespoke”, says Ruchita 
Sharma Bhardwaj who is writing a book on lux- 
ury. “We have pockets of cotton, pockets of 
Jadau jewellery, etc. But, how do we code it?" 
She may have a point. Indian bespoke products 
and services have been around for ages, but 
their uniqueness is not marketed well. There- 
fore, Indian bespoke products don't realise the 
value that bespoke designs get in the West. 

There are some exceptions. Viren Bhagat, a 
jeweller, who sits in an unassuming office that 
displays more books than briolettes at Kemps 
Corner in downtown Mumbai, is one such en- 
trepreneur who has really “unlearned bespoke”. 
Bhagat — whose diamond and pearl pieces have 
adorned the cover of Christie's auction cata- 
logue in April 2007, has been voted ‘best of the 
best' in the jewellery category of Robb Report 
along with names such as Cartier, Chanel Fine 
Jewellery and Van Cleef & Arpels — has a take- 
it-or-leave-it attitude. The Gujarati jeweller 
whose ancestors are from Lathi village makes 
only about 70 hand-made pieces per year and 
most of them sell — even before the sketches are 
complete — to Indian industrialists and global 
celebrities. “I have two conditions,” says Bhagat. 
“One, I will not custom-make, so I request my 
clients to not add a leaf here or a flower there in 
my designs. Two, if you have to buy my pieces, 
you will have to visit our office in Mumbai.” 
Unwittingly or not, Bhagat, who once took up 
to 10 years to source 24 Burmese rubies weigh- 
ing 146 carats for a diamond and ruby necklace, 
has learnt exclusivity and rarity is what 
appeals to the super rich. Other Indian design- 
ers could take a lesson or two from this savvy 
Gujarati jeweller who holds his own amongst 
the world’s finest. 








With inputs from Pierre Mario Fitter 
ptya.singh@abp.in 
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"The Aerens family" - a prime contender in the real estate 
league in India is actively involved in infrastructura 
development in four key areas: High quality residentia 
apartments, Townships, Shopping Malls-cum-Multiple» 
Family Entertainment Centres and Theme Malls. 


In its embrace of mega ventures that will further transforn 
the landscape of urban India, AerenR has many more 


Dr. Rajesh J Aeren is the 
Promoter & Vice Chairman of 
AerenR Enterprises, a leading 
infrastructure development 
conglomerate, engaged in value 
added real estate projects in the 
fields of edutainment, 
entertainment, specialty malls, 
housing, hospitality and 
townships. He spearheaded a 
path breaking entry into 
entertainment business by 
joining hands with internationally 
renowned North American 
Company, IMAX Corporation. 
Several path breaking landmarks 
include Festival City, Imax 
(Kolkata & Delhi NCR), 
Indirapuram Habitat and Aloha 
(Gurgaon & Rishikesh). 
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milestones lined up to be crossed. Among the hotel. These high end residential apartments will 
numerous projects on the anvil is International City, offer some ofthe finest facilities in the world. 
Ludhiana - an integrated township spread over 170 
acres, comprising of 9 hole golf course, high rise iconic 
towers, lush green golf view apartments, banquet, 
hospitals, senior citizen homes and a hotel. Another 
venture being the International City, Amritsar, 
comprising of mixed use development spread over 212 
acres, it is aimed at creating an environment for good 
life. The product mix includes high rise luxury 
apartments, individual villas, farm houses, polo 
ground, club and entertainment. In the commercial 
arena, Central Business District, Ludhiana will offer a 
balanced mix of retail, corporate offices, hotels etc. and  CrowniInteriorz, Faridabad 

will cover an area of over18 acres. The project is The mallis spread over an area of 750,000 sq. ft. and 
designed to meet the growing needs for premium is located on the main Mathura Road barely 3 kms. 
quality business areas. Also in the pipeline is an from Delhi border. One of the outstanding features of 
exclusive group housing project called the Queens Crown Interiorz mall is the mix of speciality retail 
Court, Ludhiana which will be spread over 11.61 acres (furniture, furnishings for home & offices), leisure and 
and will offer high end residential apartments, retail & a entertainment (4 screen multiplex). 





Festival City: Punjab's first theme destination mall 


Festival City, Ludhiana is Punjab's first theme destination mall spread over 2 million sq. ft.. The mall builds 
upon the theme of major Indian festivals and has the advantage of an amphitheatre, six screen multiplex, 
large hyper market, multi cuisine food court and all major international and high end Indian brands. 
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Luxury Is 
still to find 
its niche in 

India’s 
selling 
space 


by Dhanya Krishnakumar 


HARATHI REDDY, BUSINESS DEVELOPMENT MAN- 
ager of First Infraventures, a Bangalore-based 
real estate company, knows her Guccis from her 
Valentinos. Still, it used to take trips to Italy or 
the US for her to be able to plonk down some se- 
rious cash for expensive, exquisitely crafted 
high-end products such as handbags or shoes. A , 
few years ago, Reddy was saved from having to 
board transcontinental flights in order to in- 
dulge herself. Some of her favourite brands such 
as Jimmy Choo, Chanel and Christian Dior 
opened up stores in India — in the Imperial Ho- 
tel in Delhi and the Oberoi Hotel in Mumbai. 
However, hotels are hardly the ideal place to 
shop for your favourite luxury goods: they lack 
the space, variety and requisite atmosphere that 
a luxury shopping experience warrants. The ex- 
perience of a luxury shopping soiree that you 
would get overseas was still missing. 

All those travails are now things of the past 
for high-end Indian shoppers. Two malls — one 
in Bangalore and another in New Delhi — 
promise to transform the luxury retail land- 
scape in India, and wow increasingly affluent 
Indian consumers with a dazzling array of ex- 
clusive and exorbitantly priced products. 

Instead of hopping on to a flight to Dubai, 
Singapore or Paris to soak up a satisfying shop- : 
ping experience, discerning shoppers in Banga- 
lore like Harathi can head straight to "The Col- 
lection' at UB City — a stones throw from M.G. 
Road, the city’s central artery — to snap up 
goodies from global brands such as Louis Vuit- 
ton, Gucci, Fendi, Dunhill, Rolex, Omega, 
Tiffany' s and Kimaya. Prosperous Delhiites can 
roll on over to The Emporio Mall — launched by 
the DLF Group and located in Vasant Kunj — to 
pamper themselves with products from Tod's, 
Versace, Ferragamo, Paul Smith, Jimmy Choo 
and Fendi. 

The timing couldn't be better. The Indian 
luxury market is picking up. In an April report 
released by US-based commercial real estate 
services company CB Richard Ellis (CBRE) ti- 
tled ‘Global Emerging Markets Survey’, India 
was identified as the most sought-after market 
by retailers who are looking to the world's 
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emerging markets to drive the success of their 
businesses in the future. The survey was con- 
ducted amongst 300 retailers worldwide. One 
key reason for this finding was the size ofthe In- 
dian market compared to the low presence of 
international retailers in the country. "Also with 
foreign ownership rules being gradually re- 
laxed, foreign investment would now be possi- 
ble, making it easier for retailers to participate 
in the growth of these new markets,” says An- 
shuman Magazine, chairman and managing di- 
rector of CBRE South Asia. 

Spending lakhs of rupees on handbags or 
shoes might seem absurd in a country, which, 
despite its 9 per cent growth rate, is still desper- 
ately poor. What has changed, however, is the 
increasing number of exceedingly wealthy con- 
sumers who are able to drop that kind of cash. 
Thanks to the stockmarket boom in the past 
decade, India now has over 100,000 dollar mil- 
lionaires who are not averse to spending on 
lifestyle products. Young professionals armed 
with large pay packages have become consum- 
mate consumers of lifestyle products. Conse- 
quently, the luxury market in India is growing 
at a furious 25 per cent clip, according to CBRE, 
and is expected to touch Rs 5,000 crore by 2010 


from Rs 2,400 crore in 2007. 


While all this froth surrounding the luxury 
space might seem like manna from heaven for 
the luxury shopper, the news is not all good. In- 
dia's existing FDI policy, which limits foreign 
ownership in ventures, has deterred a number 
of luxury brands from establishing a significant 
presence in the country. Besides, many luxury 
goods carry an import duty ranging from 35 per 
cent-100 per cent making it cheaper for Indians 
to buy the same products abroad. However, the 
main problem deterring the Versaces of the 


world from flocking to India is the absence of 


high-end retail infrastructure — something 
that The Collection in Bangalore and The Em- 
porio in Delhi are trying to fix. Says CBRE’s 
Magazine, *The concept of luxury high streets 
and luxury malls is yet to catch on in India.” 
Today, most luxury brands prefer to house 
themselves in posh hotels. Mumbai, for exam- 
ple, doesn't have a single high-end mall, a star- 
tling fact in India's most vibrant commercial 
and fashion capital. Gayatri Ruia's Palladium, a 
three-storey art deco structure located in 
Phoenix Mills, hopes to open its doors in 2009 
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The Collection mall at 
UB City, Bangalore, 
(left) will house global 
luxury brands under one 
roof, much like the 5th 
Avenue in New York 
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EXCLUSIVE SPACE: 
Global luxury brands 
such as Fendi are 
finicky about what 
brands they rub 
shoulders with 





and break this detail. Meanwhile, with nowhere 
else to go, brands such as Jimmy Choo, Tod’s 
and Bottega Veneta have set up shop at the Gal- 
leria in the Trident Hotel. 

Quite unlike swanky luxury shopping meccas 
such as Rodeo Drive in Beverly Hills, Tokyo’s 
Ginza district or New York's Madison Avenue, 
India lacks a dedicated corner that can allow 
luxury brands to thrive. Not just any place will 
do for elite outfits such as Louis Vuitton and Ar- 
mani. “It doesn’t matter if we are downtown or 
not, but the location must ensure that our store 
is frequented by the clientele who would want 
to shop with us,” says Vijay Murjani, managing 
director of the Murjani Group, which intro- 
duced signature brands such as Gucci, Jimmy 
Choo and Bottega Veneta to India. 

For instance, high-end brands prefer not to 
be co-located in a place that has offices, even 
though some of the top executives of MNCs 
might be their regular patrons, simply because 


SUBHABRATA DAS 


luxury shopping is not done after office hours. 
Also, your regular city mall is a strict no-no for 
luxury brands. Run-of-the-mill malls tend to 
undermine the exclusivity that these brands 
have cultivated for themselves. “Unfortunately, 
till date patrons of high-end fashion have not 
been offered the right setting and ambience in 
India,” says S. Raghunandan, CEO of retail at 
the Prestige Group, which in collaboration with 
the UB Group conceived and developed the UB 
City project. 

But even as brands obsess about location, 
also important are placement and design of 
stores. Large spaces with adequate display and 
a sense of opulence is what these brands are 
looking for. Says CBRE’s Magazine, “A luxury 
brand will not take space in a mall solely based 
on the location or the catchment; the design, vi- 
sual impact, interiors and the affluent theme 
are mandatory for a luxury brand.” For instance, 
the Louis Vuitton outlet in the Collection Mall 
took six months to complete. The design and 
outlay was finalised at the company’s headquar- 
ters in Paris. “Each brand has specific require- 
ments, and needs and those need to be attended 
to,” says Prestige’s Raghunandan. “In fact, al- 
most all the outlets we have are being designed 
by centralised teams at the brands’ headquar- 
ters. And if you take a closer look, you'll realise 
that their stores everywhere impart a very simi- 
lar look and feel." 

That’s not all. Luxury brands are also 
finicky about the brands that get display space 
near them. Just like home-owners in a ritzy sub- 
urb, brands are very keen that they rub shoul- 
ders with other high-end brands that comple- 
ment their own products. “Premium brands will 
not be seen sharing space with other labels in 
normal retail locales that are characterised by 
sales and discounts,” says Harminder Sahni, . 
managing director of retail consulting firm 
KSA Technopak. “That takes away from the 
mystique and sophistication that these brands 
and their stores exude. It also makes them 
more accessible, and that is again not a qual- 
ity these brands have been traditionally associ- 
ated with.” 

Clearly, high-end malls such as The Collec- 
tion and The Emporio are going to be godsends 
for both luxury shoppers as well as brands. 
However, as pay packages continue to balloon 
amongst young professionals, the number of 
millionaires continues to grow, and spending 
binges on luxury items as a reward for surviving 
gruelling and stressful work become a habit, In- ~ 
dia might just need more than a handful of lux- 
ury malls to slake the thirst for haute couture. 





dhanya.krishnakumar@abp.in 
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Ambience 
Nlatters 


by ness wadia 


POST LIBERALISATION, INDIA HAS GONE FROM A 
government-regulated market to a consumer- 
controlled one. Where once we were saddled 
with choosing between two car models, today 
we not only have a plethora ofthe latest interna- 
tional models, but also a number of ways to fi- 
nance our purchase. Conspicuous consumption 
was frowned upon since our Independence, but 
today it would probably be a bad thing for some 
of us, at least socially, if we weren't buying into 
all these new products and services. Should this 
new phase of consumerism, the acceptance of 
luxury as more than a need-based activity, be 
looked at as a radical departure from our past? 
I prefer to call it the renaissance of consump- 
tion as opposed to the revolution of cus- 
tomers. With our rich and vibrant cultural 
heritage, a regal, royal past, a fantastic tra- 
dition of craftsmanship and, of course, 
our national love for precious metals 
such as gold, we are merely prodding our 
internal and omnipresent luxury con- 
sumer to wake up. And the luxury and 
lifestyle retail business is acting as a catalyst 
to this new era of Indian consumers. 
To me, luxury is more experiential than 
linked to brands and products. Natu- 
rally, I enjoy spending on personal 
luxuries such as food, fashion 
and accessories. but to me, it is 
far more linked to enjoyable 
and fulfilling experiences. 
Quality is another important 
aspect, which is more impor- 
tant than the brand itself. The 
experience of a brand and 
product, the authenticity and 
heritage it denotes, unex- 
pected and fresh detailing, 
and its exclusi-vity differen- 
tiate true luxury from the 
ordinary. 
Consumer psycho-logy, 
therefore, plays a huge 
part in deciding one's 
consumption habits. 
Each and every one of 


Appropriate 
environments 
for luxury 
shopping will 
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us would interpret luxury in our own person- 
alised way. The Maharajas of India were the 
foremost patrons of some of the oldest Euro- 
pean luxury brands and, today, the corporate 
czars are leading the way. 

Indian indigenous luxury brands are more 
than likely to flourish with the advent of inter- 
national luxury brands since they generally of- 
fer a totally different, and localised product. 
They are learning the nuances of the business 
from these global, iconic players. 

However, much needs to be done by them in 
terms of production quality, distribution, qual- 
ity control, and retailing and marketing. I can 
see the evolution of an Indian global fashion 
brand in the next five years. In fact, global lux- 
ury companies have already begun investing in 
select Indian luxury and fashion brands. 

In days to come, many external factors will 
also play a redefining role in luxury buying pat- 
terns. Key amongst them would be the creation 
of appropriate environments for luxury shop- 
ping. Real estate developers in India, including 
my company, have recognised the importance 
of creating retail spaces that match or surpass 
their overseas counterparts. Unfortunately, in 
India, our High Street shopping precincts such 
as Linking Road in Mumbai are not conducive 
to any type of shopping; let alone luxury. For the 
volume of retail that we are forecasting in India, 
it is imperative not only for luxury, but also for 
other categories to create destinations that 
bring home the entirety of the retail experience 
in London, Paris, Milan or New York. 

Over time, the growth of retail in India has 
changed the approach of real estate developers 
towards the development of retail precincts. In 
the past few years, we moved from a sell-and- 
cash-in model to a lease-based model, which 
linked the success of the space and brand to our 
own earnings. Developers need to concentrate 
on the creation of a global environment that ap- 
peals to a truly international audience. 

The march of luxury into our lifestyle is plain 
to see around us, and it is only the re-emergence 
of a dormant desire that is genetically coded 
into our DNA. The availability and variety of in- 
ternational brands, enthralling retail spaces, 
the advent of focused luxury media in multiple 
formats, and our own desire to feel good and be 
recognised is changing our consumption habits. 

Personally, I feel privileged citizens like us 
have the ultimate luxury, which is the luxury of 
philanthropy. I urge each and every one of us to 
make a significant contribution towards our so- 
cial responsibilities. 


The author is joint managing director 
of Bombay Dyeing 
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Nikon and Bond' tailor dress vou 
Canon may have the edge in ease up, and as vou like it. 
of use and prices, but there is no Starting at Rs 5 lakh and 
better camera to carry than Leica made in Italy with Italian 
Ms if vou want to attract atten- fabric and buttons, 
tion. Available in India for Rs 3.4 Brioni suits are among 
lakh, this high-end digital camera the ultimate power suits 
continues to use Lelcas traditional in the world. The fuss 
range-finder technology, which tailoring company goes to 
uses a separate lens for viewfinder, the extent of ordering 
unlike the mirror used in the com- rearing of particular 
mon single-lens reflex (SLR) cam- breeds of sheep at 
eras. That allows it to be compact particular times to get 
and unobtrusive. It combines a specific fibre quality for 
10.3-megapixel sensor with Leica’s its limited edition suits. 
famous high-resolute M lenses. Interestingly, it offers to 
Also, it is not for dummies, as make Indian-stvle jackets 
there is no auto focus or auto and sherwanis too. In the 
exposure. Still, its manual opera- 1960s, it popularised the 
tion is simple. Nehru jacket in Europe. 


A dict BMW 3, the new BMW 1 Series 
has the same 3-litre engine but in a relatively compact 
body — it is something between the Mini and the 3 Series. 
Still its twin-turbo 135i version shoots to 100 kmph in 5.3 
seconds. The 1 Series is also the first to get BMW's fuel 
saver 'auto-stop-auto-start' technology — the engine 
switches off when the car comes to a halt, as on a traffic 
light, and restarts as vou press the clutch again. 
Unfortunately, BMW does not sell 1 Series in India vet. An 
imported 135i convertible could cost vou almost Rs 40 
lakh after the duties. 


If vou are a fan of the 
iconoclastic American photographer-painter Richard 


Prince, then you could have a handbagful of art for a couple y^ 

of lakh rupees. Louis Vuitton’s design chief Mare Jacobs has /] YN 
collaborated with Prince to put out a limited collection of 50 \\ 
Jamais Bags as part of the promotion of his exhibition at EN 
London's Serpentine ( rallery. Made with ostrich leather and M 


white Aquarelle canvas with water-colour effects, these bags 
will be available only till 7 September — when Prince's 
exhibition ends — and only at LV’s London store. Each of 


these bags will carrv the owner's name. 





Mont Blanc Marlene Dietrich Commemoration Edition: 
There will be only 1,901 of these Rs 2.24-lakh pens. 
Branded after the Hollywood diva of the black-and-white 
era who starred in acclaimed films such as Witness For The 
Prosecution (1957) and Shanghai Fvpress (1939), these 
fountain pens are shaped to look like a woman’s 
silhouette. The hole in the gold-plated nib is shaped 

like a heart. The cap and barrel of the pens are made of 
silver and bear mother-of-pearl inlays at either end. The 
clip is shaped like a tie and is studded with a dark blue 
sapphire besides six diamonds. Above all, each pen 

has Marlene Dictrich's signature engraved 

on the barrel. 





As diamond 
and platinum jewellery become 
common and lose bragging value, 
Murano glass jewellery is something to 
trigger a buzz in a party. The island of 
Murano near Venice is to coloured 
glass art what France's Champagne 
district is to sparkling wine. With a 
millennium of glass-making tradition. 

| Murano artists blow flawless coloured 
glasses into exquisite pendants and 
beads. The best part is that vou don't 
have to break your fixed deposit to 
own a piece of Murano jewellerv. 
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iPhone 3G: Apple broke hearts in India when it kept the 
country out of its iPhone launch last year. But it is going 
to make up for that bv introducing its next generation 
iPhone in India. Soon, Vodafone would offer iPhone 3G 
that combines Apples music player iPod, a touchscreen 
interface and business applications such as full-feature 
internet access, Microsoft Office and even a push mail. If 
vou are thinking of buving a Blackberry, vou might just 
wait. Also, the new iPhone will save on battery by 
switching off the screen light as you raise it to vour ear to 
talk, and bv adjusting the screen light depending on 
ambient light around vou. Apple plans to price it at $199 


(Rs 8, 557) across the world. That's a bargain. 





MacBook Air: ^t about Rs 97,000, it is not the most expensive 
personal computer in the market; but MacBook Air is the sleckest 
and, perhaps, the prettiest. Thin as the index finger, it is the 
ultimate streamlined notebook computer, vet. With a full-size 
keyboard and a 13.3-in LED screen, it is not small by any means. 
It is going to drag vou into the wireless world as it does not have an 
optical disk drive for vou to load movies or software discs. It is a 
download-oriented machine with the ability to wirelessly access 
other disk drive mechanisms in the vicinity. For data backup, 
Apple offers its new Time Capsule, a wirelessly connected external 


hard disk. 


Glenmorangie Sherry Cask Single Malt: 
Single malt is good, but single malt with a 
hint of sherry is better. Glenmorangie has 
been using casks earlier used to mature 
other alcoholic beverages to lace its 12-, 18- 
and 30- vcar-old single malt scotch 
whiskevs with special flavours. In India, the 
company offers the 12-vear-old Lasanta in 
this category, at Rs 2,500 a bottle of 750 ml 
at duty free outlets. Lasanta gets its sweet 
aroma and flavour from being first matured 
for 10 vears in used bourbon casks and then 
matured for two more vears in Spanish 
Oloroso (meaning scented) sherry casks. 



































by gautam hari singhania 


lesse INDIA IS NO STRANGER TO THE CONCEPT OF LUX- 
x: = |. ury. From time immemorial — right from the 
(IS a} Maharajas to the wealthy business families — 
luxury has been associated with the elite and 
the rich in India. Many products such as cus- 
tomised jewellery, brocades, pashminas and 

artefacts from India are truly luxurious. 
! It is only now as global brands are coming 
0Ut1o0! into India that there is greater interest in the 
term ‘luxury’ per se. However, before these 
brands came, there was certainly a market for 
ultra high-end products. What has increased 
the interest in luxury products and services re- 
cently is the dramatic rise in the income levels 
of young Indians and the exposure they have 
to the global luxe industry across cate- 
gories such as apparels and acces- 
sories, customised automobiles, pri- 

vate jets, yachts and spas. 

However, I don't believe that just 
because a brand is of foreign origin, it 
can be defined as ‘luxury’ I also sub- 

scribe to the view that the entry of for- 
eign luxury brands is not going to affect 
their Indian counterparts. In some 
'ategories, the global brands 
that are competing with us 
in India are brands we 
compete with in the inte- 
rnational markets. And I 
believe that Raymond is 
one such brand. We 
could boast of our spe- 
cial luxe domestic bra- 
nd, but not only are we 
well established in lux- 
ury textile and apparel 
in India, we are 
performing exceedin- 
gly well in global mar- 
kets, too. Recently, we 
have outbid leading 
competitors from 
Italy, other Euro- 
pean countries and 
emerging markets at 
a high-profile global 


Mundial guest column 


auction in Australia, to acquire the world's first 
11.6 micron bale of rare wool, the finest ever to 
be offered. We will soon redefine luxury in 
worsted suiting by offering the world's finest 
suiting fabric — limited edition of Super 240s 
— to the global customer. I am also proud to 
say that we have been supplying our fabrics to 
the top-end menswear labels in the world for 
years now. 

It is not just textiles and apparel where India 
has done very well. In other categories such as 
hotels, our properties and the services they offer 
are truly world class; in fact, they are often su- 
perior to some of their competitors in the West. 
The same applies to customised jewellery and 
some hand-crafted leather products. 

That said, the product categories — mostly 
niche products such as yachts and luxury cars — 
that are evoking interest in this country are 
those that do not really have a direct local com- 
petitor. These luxury products are also targeted 
at the very high end ofthe market as far as price 
points and quality is concerned. 

Luxury brands are increasingly focusing on 
India as they fear that they might miss the bus 
in the subcontinent. Even though they realise 
that India is a very different market from China, 
they feel that the same approach may work 
here. The fact is that China had no home-grown 
brands, so it was much easier for international 
brands to establish themselves. India has sev- 
eral excellent domestic brands that customers 
have been used to for years. Besides, foreign 
brands come to Mumbai and Delhi, but not to 
the whole of India. Distribution is key in this 
business, and several Indian brands like ours 
have an edge as far as covering the entire length 
and breadth of the country is concerned along 
with a deep understanding of the Indian con- 
sumer market. 

With just a few stores in the country, several 
luxury brands hope that they will appeal to the 
consumer needs of an emerging economy as the 
importance of labels as a status symbol in- 
creases. When a person buys a brand or label, he 
declares, ^I have arrived. Take note of me. I have 
money..." Globally, luxury is synonymous with 
exclusivity, high quality of craftsmanship, serv- 
ice and premium pricing. Typically, heritage 
also plays a very important role in enhancing 
the luxurious positioning of a brand. And I feel 
that Indian brands can offer all of these aspects 
to the discerning luxury buyer. We just have to 
continue building our brands — both in India 
and overseas — and meeting the aspirations of 
an increasingly global customer. 

The author is the Chairman & 
Managing Director of Raymond Group 
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by Lalita Aloor Amuthan in New York 


ON THE FIRST FLOOR OF SAKS FIFTH AVENUE, THE 
trendy New York department store, leather tote 
bags by Louis Vuitton continue to be hot picks. 
Ifthe looming recession has caused a tightening 
of belts worldwide, it sure hasn’t hit this seg- 
ment of consumers, whose staple buys include 
$3.000 (Rs 1.29 lakh) handbags. It is this reces- 
sion-proof buyer who is keeping the luxury 


industry on an unabashed high while the rest of 


the economy heads south. 

According to The Wealth Report released by 
New York-based Luxury Institute in January 
this year, businesses courting the wealthiest 
luxury consumers managed to fare slightly bet- 
ter in the December 2007 holiday sales. While 
most retailers posted dismal results, Saks, with 
its sharpened focus on luxury, defied expecta- 
tions of a 2.5 per cent decline, and managed to 


THE 'X' FACTOR: 

To weather the down- 
turn, luxury brands such 
as Gucci are expanding 
into emerging markets 
such as China 
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post a 0.8 per cent gain. A February survey by 
Connecticut-based market research firm Prince 
& Associates, which specialises in global private 
wealth, showed that while average consumers 
said they planned to cut back on shopping, 80 
per cent ofthe richest Americans — those worth 
$10 million (Rs 43 crore) or more — actually 
planned to increase their luxury spending. 

Russ Alan Prince, chief executive officer of 
Prince & Associates, says that in a slacking 
economy, it is the middle market that gets hit 
the most. *The very high end has a loyal clien- 
tele that continues to buy, and the very low end, 
such as Wal-Mart, has customers who need the 
products,” he says. “At the really high end, it's 
good all over, whether it's in India or in the US,’ 
he says, adding that the really rich are world 
travellers and their shopping is not limited 
by geography. 

Agrees Suzanne Hader, principal at New 
York-based 400twin Consulting, which also 
specialises in the luxury market. She says 
brands that cater to the ultra rich are doing well 
mainly because the wealth these people have is 
less dented by economic changes. 





The Wealth Report also suggests that during 
boom times, luxury retailers can tap into a 
widening pool of potential customers and enjoy 
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spectacular growth in sales. But these new, and 
often relatively less, wealthy customers can 
leave as quickly as they arrived when the macro- 
economic environment turns less hospitable. 
However, a deep bond with the wealthiest con- 
sumers strengthens brands and offers a buffer 
against economic weakness. 

It is this strategy that has buoyed luxury 
brands during the worldwide economic 
downslide. Italian luxury brand Bottega 
Veneta, for instance, reported a 31.5 per cent 
hike in first-quarter global sales while Prada re- 
ported profits up 66 per cent for the 12 months 
ending 31 January 2008. Hermès’ first-quarter 
sales were up 13 per cent. 

Ira Neimark, former chief executive officer of 
Bergdorf Goodman and a director Hermés, 
Paris, who has charted trends in luxury markets 
over the years, says that, as in the past, luxury 
retailers who focus on the high end of the mar- 
ket will manage to survive the economic down- 
turn. But Neimark, who is currently working on 
his memoir that covers the rise of luxury retail- 
ing, warns that retailers who focus only on the 
middle and upper-middle luxury merchandise 
risk being affected as marginal luxury custo- 
mers begin curtailing their spending. 

In one example of this trend, Ralph Lauren, 
labelled by some analysts as an 'affordable 
luxury' brand because of its mass exposure in 
department stores, posted quarterly profits of 
$103.5 million (Rs 445 crore), up from $73.2 
million (Rs 314 crore) a year ago. But according 
to several consumer research firms, the com- 
pany's high-end brands such as Polo and Purple 
Label did extremely well while the middle-to- 
lower-end brands such as Chaps Ralph Lauren 
are hurting. 

Prince notes that the focus is on the private- 
jet-flying segment as they are going to buy and 
repeat-buy more than other people in a slowing 
economy. "Its important to promote the higher- 
end products and add more service elements 
along with it because you can create loyal cus- 
tomers in that segment,” he says. For instance, if 
you sell a bag, you could offer to have it sent 
back to the store every year to be cleaned and 
returned to the customer. 


However, Luxury Institutes CEO Milton 
Pedraza is not as optimistic. According to him, 
there's no question that the market has softened 
across the board, including in *the yachting, 
private jet-setting club”. He says when it comes 
to the ultra rich, it is not so much a question of 
money as it is of psychology. Slowing sales 
reflect concern for the economy and a desire not 
to look greedy and insensitive when the rest of 
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Giorgio Armani and 
Armani Collezioni, the 
high-end lines by 
fashion designer Giorgio 
Armani are likely toje 
better than the less 
expensive Emporio and 
Exchange 
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SMART STRATEGY: 


A bond with the 
wealthiest 

consumers strengthens 
brands and offers a 
buffer against weakness 
of the economy 
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the population is in distress. While first-quarter 
sales were good, April, May and June have been 
much tougher for luxury brands. *Sales may be 
up but it has to do with the fact that they are dis- 
counting prices,” says Pedraza. "We need to look 
at profit margins." 

The Claymore Robb Report Global Luxury 
Index, which tracks the luxury sector, is down 
more than 10 per cent this year. In comparison, 
the Standards & Poor 500 is down 4.5 per cent. 

400twin Consulting's Hader says the brands 
that are being hit are those that were already 
not in a good position before the economic 
downturn. Also hit are the category of brands 
that were targeting the aspirational customer — 
the not-so-wealthy who splurge on just one lux- 
ury item that they like most. 

Pedraza adds that there are exceptions. 
Brands that are one of a kind, and retain their 
exclusivity, continue to have a waiting list for 
products. 


Luxury In China And India 

Global diversification is an- 
other way luxury brands are 
hoping to weather the eco- 
nomic tide. China and India, 
for instance, offer huge mar- 
kets with a lot of new wealth, 
where "people are still in the 
exuberant spending phase’, 
says Hader, who feels that in- 
ternational extension is a good 
short-term strategy, especially 
with the US economy hit so 
hard. Brands that have strong 
footholds in Asia, such as 
Coach and Louis Vuitton, have 
posted substantial revenue 


plan to 
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growth, even though their sales flat- 
tened domestically. 

In this move to target ‘new money’ 
customers in Asia, it is important 
that luxury companies do not dilute 
their brands by going to the mass 
market. Luxury Institute's Pedraza 
stresses the need to limit distribution 
channels, offer great customer serv- 
ice and a quality product, or else risk 
losing the price premium. Louis Vuit- 
ton and Gucci are doing an excellent 
job of staying exclusive while ultra- 
luxury cars such as Ferrari and Rolls 
Royce have done a great job of mar- 
keting in Asia without being too pop- 
ular, he points out. 

Wooing the ultra-wealthy in Asia 
poses its own challenges. One big 
hurdle for luxury companies is to 
convince the world-travelling Asian customer 
that the product you get in a store in Mumbai or 
Shanghai is of the same quality that is available 
in Paris, Milan or New York. Selling in Asia re- 
quires luxury brands to first introduce them- 
selves as the Asian customer is not very savvy 
with brand names and is only getting to know 
them now. “It is more of an educational process 
as customer patterns are not clearly defined 
yet,” says Hader. 

Compared to China, brands tend to be a little 
more cautious when they launch in India 
because of the perception that barriers to open- 
ing in India are more difficult to surmount. Be- 
sides, the ultra-rich in India are world travellers 
— the need to woo them in their home turf is 
not that apparent. 

According to Pedraza, European brands have 
a lot of affinity with Asia while American 
brands are still finding their way in. 
Nevertheless, the US as a mar- 
ket continues to attract global 
companies. British luxury 
brand Burberry, which posted 
a profit of $408.2 million (Rs 
1,755 crore), a 14 per cent in- 
crease from a year ago, re- 
cently announced plans to 
open eight to ten retail stores 
in the US, despite the sliding 
economy. 

Pedraza muses that, over 
time, the world keeps getting 
wealthier. As the number of 
millionaires rises continu- 
ously, “luxury will always have 
its place in the world”. 








bweditor@abp.in 
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Experiencing a Daikin means experiencing calm. While the sleek elegant lines of a Daikin soothe your aesthetic 


side, the trouble-free functioning of the world's latest air conditioning technology soothes your soul, leaving you 37322 37 III 
with a feeling of unprecedented calm. Add to that its qualified after-sales-service, a unique VRV System’ for a = SYSTEM 


electricity and space Savings, and you get quality that goes beyond air conditioning, you get peace of mind. ene RBS TR TUM 
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— A P DAIKIN 


CORPORATE OFFICE: DAIKIN AIRCONDITIONING INDIA (P) LTD.: 12th Floor, Building No. 9, Tower A, DLF Cyber City, DLF Phase - Ill, Gurgaon - 122002, Haryana. Tel: 091-124-4555444 
SALES & SERVICE OFFICES: Ahmedabad- Tel: (079)-26583013-14, 32988495, 9824149241, Fax: (079)-26444893 Bangalore - Tel: (080)-25590452-54, 32968496, 9980088891 , Fax: (080)-25590450 
Chandigarh - Tel: (0172)-5089862-63-64, 3248497, 9876625566, Fax: (0172)-5089861 Chennai - Tel: (044)-24314210-15, 32988498, 9940011122, Fax: (044)-24338622 Delhi - Tel: (011 32028306 
Gurgaon - Tel: (0124)-3296919, 9899070602 Jaipur - Tel: (0141)-2223430, 2223439, 3209910, 9829859596. Fax: (0141)-2225569 Kolkata - Tel: (033)-22894260, 32518517, 9831488808 
Fax: (033)-22894259 Lucknow - Tel: (0522)-2787307, 2787340, 2787291, 3238518, 9838182244, Fax: (0522)-2787342 Mumbai - Tel: (022)-24388112-14, 24367504-508, 24367045, 32440512-513 
9819147888, Fax:(022)-24368017 Pune-Tel:(020)-25514300-3,32938516, 9881599099, Fax:(020)-25514304 Hyderabad-Tel:(040)-66326641, 39187218-19-20. 9848912200, Fax:(040)-66326642 


Daikin Service Call Center (Delhi, Mumbai, Chennai): Toll Free-1800-22-9300 (For MTNL/BSNL) Mobile: Delhi 9999229300, Mumbai 9920129300, Chennai 988430930! 


Visit us at: www.daikinindia.com 


by Vishal Krishna 


STRIKING BUSINESS DEALS OVER LUNCH AT TAJ'S 
Chambers or over a quick cappuccino at the 
Oberoi's Belvedere may soon be a thing of the 
past. These exclusive haunts, where the city's 
rich and famous strike deals and build business 
relationships, have competition — and it's right 
next door in the Arabian Sea. “Most of our clie- 
nts want their meetings on board yachts,” says 
Madan Bahal, head of Adfactors, a public rela- 
tions agency in Mumbai that has an annual 
turnover of Rs 100 crore. “They feel the mood is 
lighter on a boat when compared to conference 
rooms of star hotels.” The agency even rents 
boats from the hotel, Taj Mahal Palace, to enter- 
tain their high-profile clients. 

That's not all. Until now, yachts have been 
associated with only a handful of flamboyant 
Indian tycoons such as Vijay Mallya and Gau- 
tam Singhania who are wealthy enough to own 
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and maintain them. Today, the second genera- 
tion Indian business families such as the Choksi 
family of Gitanjali Jewellers, the Agarwal fam- 
ily of Orbit Corporation and the Mahindra fam- 
ily, have all been exposed to the high life abroad. 


They demand the same life in India — for them 


boats are a necessity. *Life for such families 
means to start the yacht's engines and escape to 
the middle of the ocean to celebrate with 
friends,” says Malav Shroff of Ocean Blue Boat- 
ing, which builds marinas and exhibits boats. 
The luxury boat market is estimated to be 
around Rs 500 crore in India. Two years ago, 
only 20 boats were anchored on the Mumbai 
shoreline. Now, the number of boats purchased 
is estimated to be around 150, which include 
luxury power yachts and recreational boats. 
These are custom-made boats, built in Italy and 
the US, and the cheapest will cost Rs 12 lakh. 
The final tab depends on the luxuries that are 
added to the basic model — it could go up to 
Rs 10 crore. “There is a lot of money in India to 
buy expensive yachts,” says Atul Bhonsle of 
Sorenstam Ventures, a company that sells and 
services yachts in Mumbai. “Young people have 
made money in the stockmarket, businesses are 
booming and they don’t mind spending their 
wealth on new forms of luxury.” He says the rich 
in the city have been buying yachts in an effort 
to flee the congestion, the pollution and the 
constant din of city life. Sorenstam has sold at 
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super rich are taking their quest for 
luxury to the next level as they seek (Clockwise from top) 
a custom-made product. A luxury boat, the 

The Azimut's bedroom can be — teriors of a cus- 

made smaller and the living room MMC E 
o Gautam Singhania 

extended to accommodate a larger in his yacht 

family for a party. According to 

most distributors, buyers are 

completely involved with the 

furnishing of the boat to the last 

detail. It is as if they are overseeing 

the construction of their own 

house. The 26-metre Azimut 86S's 

interiors are designed by Carlo 

Galeazzi, an Italian designer 

known for his work on yachts. The 

yacht has teak furnishings and the 

furniture can be rearranged 

according to the boat owner's 

fancy. Other luxury boats that the 

rich have in Mumbai are the Lar- 

son, Cobalt and Gradywhite. As the | 

monsoons set in, these boats are 

back on shore in a dock, and the 

rich divert their attention to their 

private jets. 

A new breed of wealthy is emerg- 

ing in India — those who are unaf- 

least 15 luxury yachts in one year. raid to spend large sums of money on big-ticket 

In India, buying a fancy car with the right luxury items. If this trend continues — in addi- 

kind of financing is possible, but a yacht falls tion to an overhaul of docks and marinas along 

into the ultra luxury category and financing the coastline — we will see many more sleek and 

boats in the country is still a rare phenomenon. ultra-expensive boats bobbing up and down in 

Here, the purchases are for outright ownership the waters beyond the Gateway of India. 

ofthese fancy yachts. REP - ere TE E 

Instead of buying boats outright, however, vishal.krishna (a) abp.in 

many ofthe wealthy jet set across the world are 

also opting for fractional ownership of yachts, 

says Barclay's Wealth Report. The report adds: 
« “The wealthy can now buy a fraction of a super- 
yacht designed by Lord Foster through Yacht- 
Plus. This allows the wealthy to enjoy the bene- 
fits of an asset without the need to own it 
outright." Lord Norman Foster is a London- 
based architect known for designing custom 
boats and houses for the rich and famous. Frac- 
tional ownership is a concept that emerged in 
turf clubs, where there are many shareholders 
owning a particular race horse. Part of the up- 
keep goes into maintaining the animal and the 
staff. Similarly, with boats, what you're essen- 
tially paying for is its maintenance. 

Many Indians have opted for the Azimut 
brand of yachts — a line of boats that would 
render a fully loaded Rolls Royce a poor second 
in terms of luxury. The interiors can be custom 
made according to one's choice. “A certain - 
Azimut owner in Mumbai has made the interi- 
ors very Indian,” says Bhonsle. Clearly, India’s 
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.. YVES CARCELLE, CHAIRMAN AND CEO OF FRANCE'S 
|" Louis Vuitton Malletier, one of the world's 
E leading luxury brands, speaks to BW's Pi 

| Songn about the Indian luxury market ando on 
a the brand’s s strategy for India. Excerpts: 





a Q a What are your expectations from 

[E » the Indian market? 

" A: We strongly believe that one day it will 
| du be a strong market just because of the 
|». population numbers. India was closed to the 
|J. import of leather goods till the year 2000. 

_ That delayed the penetration of luxury goods. 

_ Since then, we have really started well. Setting 
-up the first two shops in hotels was the first 

.. Step, and we are recording a growth of 20-30 
|. per cent in these stores. Hotels are a good way 
_ to start in a protected environment and to 

è touch the customer. And now Emporio and 
UB City (luxury malls in Delhi and Bangalore, 
respectively) represent a big step in the 
development of luxury in India. Malls will 
create a different environment. 


, 4 lot has been written about your inve- 

| a stment in Indian leather goods firm 

. Hidesign. You also have a factory in Pondich- 

. cerry. Will you eventually make Louis Vuitton 

| hags and shoes in India? 

X , Louis Vuitton has a huge factory for 

: s shoes in Italy for men and women, and 
the stitching that is done in Pondicherry is for 

the sneakers that we make in the former. 

.. Manpower is available in India, but at the 

| same time we need the craftsmanship of bags 

-in France and shoes in Italy. We will not make 

| bags in India, neither do we have a joint 

.. venture with Hidesign. As a group, we have 

. made a financial investment in Hidesign as we 

« think that Indian companies will continue to 

grow and invest all around the world. I've 

~ know Lakshmi (Mittal, chief of ArcelorMittal) 

for years, so it was not a shock for me, but it 

was a big shock in France when he bought 

Arcelor. We think as a group that investing in 

Indian companies has nothing to do with 

products of LV. 


a What will be the impact of the economic 
Q « slowdown that has gripped the West on 
luxury brands such as Louis Vuitton? 

; A: We recently held our shareholders’ mee- 
E # ting in Paris. The chairman of the com- 
/ pany, Bernard Arnault, said that we had a very 
significant growth in the first quarter, and Ap- 
ril did well, too. Today, touch wood, we are 
growing very fast worldwide including in the 
US, where everybody is worried. You don't 
devise your long-term strategy based on short- 


term problems. We have been through many 
crisis situations — from the Gulf war to SARS 
to the 1997 financial meltdown in Asia. The 
luxury market has bounced back every time. 


» Why are you focusing on selling soft 

# products in India? 

a itis a reality in India that when women 

a are invited to a party, they prefer to 
wear a sari. That's one of the reasons we have 
not launched our ready-to-wear yet. It would 
be quite useless, really. But you can be in a 
sari and wear a beautiful bag, beautiful shoes 
and beautiful pieces of jewellery. Indians love 
to travel, so luggage is big here. We also think 
mens shoes, watches and our new category of 
sunglasses will do very well. But I reiterate 
that as long as women continue to go to 
parties in saris, the market for ready-to-wear 


will be difficult. 


gy Jo you worry about your brand losing 

s exclusivity as it becomes more 
mainstream in certain Asian markets? 
A: We have one thing that is very unique. 

s You cannot find an LV product 
anywhere other than at an LV store. If you 
consider our distribution, it is the most 
exclusive of all luxury brands. Our sunglasses 
sell only in the 400 LV stores. Besides, we 
never compromise on quality. We prefer to 
miss sales rather than compromise on quality. 
Sometimes it takes craftsmen years to finish a 
product. I am also not shocked that more and 
more people can afford to buy luxury in the 
world. Why should that emotion be restricted 
to a very few like it was in the 19th century? 


a Are Indian luxury brands ready to 

s compete with global players? 
A: I don’t like the word compete as what 

# we are really selling is a dream. There is 
no limit to a dream. We would love to be in a 
mall where there is not just LV and other glo- 
bal retailers, but other high-end Indian retai- 
lers as well. There can be other luxury produ- 
ets from India if they follow the same superior 
standards of design, heritage and 
craftsmanship. 


a Several luxury brands have brand amb- 
Q: assadors. Why does LV not have a face? 
A Cosmetics companies usually have a face 

ufor their brands. Or fashion designers. 
For instance, Marc Jacobs will decide who will 
be the person depending on the nature of his 
show. While we have a good relationship with 
Bollywood, we're not in an ambassador 
programme. 
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by Ruchita Sharma Bhardwaj 


THE INDIAN FASHION GRAPH HAS THRIVED ON SIX 
yards of fashion as the sari became couture 
against the backdrop of a monsoon wedding 
and Bollywood shots in the Swiss Alps. It 
spawned a whole generation of indigenous de- 
signers, from a Ritu boutique in 1960 to Ritu 
Kumar the ‘Label’. Ladies of Indian origin from 
Ludhiana to Louisiana bought the filmy look, 
ignoring their shape, size or lifestyle. 

Move over ready-to-wear and its ilk — acces- 
sories are the in thing. A recent study by Textile 
Export Promotion Council pegged Indian sari 


sales across the world at $12 billion. “A ‘me’ cul- 
ture pervades India", says Priya Tanna, editor of 
Vogue. But sari sales are believed to have 
boomed only after accessories brands from the 
West took centrestage in India beginning 2005. 
Incidentally, the Ministry of Commerce re- 
cently cleared 19 proposals for single brands en- 
try into India, out of which 80 per cent are 
strong in accessories. 

Interestingly, we do live in an age where ac- 
cessories have taken centrestage, where the 'It 
bag or shoe seems to have become more impor- 
tant than the right dress or Indian attire. 
Flaunting an ‘It’ bag in India is de rigueur ver- 
sus aspiring to wear a Chanel suit to work in 
Hong Kong. 


accessories 


Accessories are really the cherry topping as is 
apparent from the sales of ‘It’ bags and 
accessories, which have consistently exceeded 
expectations. According to store executives at 
the two Louis Vuitton stores in Delhi and 
Mumbai, they bring in $8 million to the cash 
registers every year. Two more Louis Vuitton 
stores are opening at Emporio mall in New 
Delhi and UB City in Bangalore. Key global 
players and super luxury brands such as Gucci, 
Louis Vuitton, Hermes and Chanel re-affirm 
their India plans with more stores and more ac- 
cessories. The market size for luxury goods and 
services in India is pegged at $4.2 billion by AT 
Kearney. As Newsweek magazine recently 
proclaimed, sari and Chanel live together in 
India. *There is a lot of competition in the 
accessories sector, which is highly profitable," 
says Frida Giannini, who went from being 
Gucci's handbag designer to its sole creative 
director after the much publicised departure of 
Tom Ford. 

According to AT Kearney, 60 per cent of the 
$377 million luxury and accessories revenues in 





India comes from handbags and accessories 
such as small leather goods, wallets, luggage, 
writing instruments, etc. The remaining 40 per 
cent is taken up by the jewellery and watch seg- 
ments. All international brands present in India 
are heavily skewed in favour of accessories. Ap- 
proximately 60 per cent of the sales were from 
accessories for brands present in India. Techni- 
cally, Indian luxe consumers have leapfrogged 
10 years and skipped the ready-to-wear fascina- 
tion ofthe far eastern consumer. Street signs ev- 
idently point to growth as more accessories 
brands set up shop in India. 


Armani, Gucci And Accessories Rule 
Today, global luxury brand heads traverse India 
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with ease and aplomb to seek insights and in- 
spiration from the Indian consumer. A boudoir 
of luxe accessories showrooms is finally on its 
way to open at the 320,000 sq. ft Emporio — 
which is DLF’s leitmotif luxury mall opening in 
Delhi's Vasant Kunj locality in September this 
year. Expect the young bride from Ludhiana to 
shop for the coveted Louis Vuitton tag with her 
aunts, as much as the czarina from south Delhi 
can compare notes at the Nobu restaurant due 
to open there. 

Armani is now coming to the welcoming fold 
of the emerging Indian luxe market with a con- 
fidence exuded by a handful of brands by open- 
ing three stores in quick succession, according 
to Atul Midha, managing director of Giorgio 
Armani India. Enthusiastically, yet treading 
carefully in each others' footsteps and friendly 
adjacencies, brands such as Louis Vuitton, 
Fendi, Paul Smith, Gucci and Cartier will figure 
at the Emporio mall. It will also house Armani’s 
first store in India. 

A recent ACNielsen report pegs India 
amongst the top three brand-conscious coun- 





tries in the world. Mark Lee, CEO of Gucci, had 
a ring of music to his ears when a survey re- 
vealed Gucci as the No. 1 brand of recall in In- 
dia. "We are pleased to be the top of the mind 
recall brand in India,” he says. Gucci opened its 
first store at Galleria in Mumbai, the first luxury 
destination mall converted from the erstwhile 
Palms coffee shop and a bank, with luxury vi- 
sionaries Mohan and Vijay Murjani who are 
now the exclusive franchisees of Gucci. 

The book Deluxe: How Luxury Lost its 
Lustre by Dana Thomas has said that interna- 
tionally, women buy four handbags a year. The 
1.6 million uber rich in India sure follow 
this rule. Muiccia Prada is quoted in the same 
book as saying, *There is a kind of obsession 


with bags. The bag is the miracle of the com- 
pany. That is because buying a new handbag is 
the easiest way to upgrade your look" Anuradha 
Mahindra, publisher of Verve magazine, talks 
of her generation when she and her husband 
Anand Mahindra — vice-chairman and manag- 
ing director of Mahindra & Mahindra — were 
students in the US. *Then the culture was 
different, today I might be an 'It' bag aficionado, 
yet I still cherish my first Fendi baguette and 
Ferragamo stilettos. In India, unlike China, we 
have a culture of home-grown icons from 
Bollywood stars to cricketers to Polo players 
to beauty queens. We are now in the race for 
iconic bags." 

While the handbag is the most sought after 
item, a whiff of other luxury extensions in de- 
mand are fragrances and sunglasses, which 
constitute 15-20 per cent of store sales. The 
charm of logo key rings is still popular as “India 
is a land of gift giving,” says Yves Carcelle, chair- 
man of Louis Vuitton. Experimentation in ac- 
cessories is also an encouraging sign. If you 
thought the Indian woman would not spend 


more than Rs 10,000-20,000 on scarves, the 
trend at Hermes' — the brand that began as 
saddlers to the Kings in true French luxe tradi- 
tion — newly opened store at The Oberoi in 
New Delhi is an eye opener. Fifteen Birkin bags 
have already been booked, each of which could 
cost a few thousand euros, to be personally de- 
livered in a year and a half. Several first timers 
are even picking up a scarf to buy into the Her- 
mes culture. The brand has maintained the ate- 
liers exclusivity in its unmistakable bright 
orange store environs. 

Upping a look with a handbag is much easier 
than shaking the CEO's bank balance with a 
Galliano dress from Dior. And upgraded and 
trading up the Indian luxury consumer is sure 
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HIGHLY POPULAR: 
Louis Vuitton bags and 
sunglasses, Mont Blanc 
pens, watches, shoes 
and cufflinks are sought 
after among the Indian 
uber rich 








l7: g accessories 


Tie forms an important 
accessory for men, 
many of whom like to 
indulge in some of the 
most expensive ones 


shopping the accessories basket. 

International benchmarks are now being fol- 
lowed with special orders being flown in for 
special clients, special personalised accessories, 
private showings of limited collections at home, 
et al. It's safe to say luxe orientation begins with 
accessorisation in luxury brands. 

Neelam Khanna of Khanna Retail, joint ven- 
ture partners with Hermes, and Bertrand 
Michaud, regional director of Hermes, based in 
Hong Kong, are pleased with their opening. 
*Word of mouth has augured well as we un- 
veiled the first store last month, and we are 
pleasantly surprised by the footfall, which is 
much better than anticipated,” says Khanna. 
Hermes chose an Indian theme for its collec- 
tions for 2008. 


Status marker accessories such as key rings, 
ties, cuff links, travel goods and even dog col- 
lars, diamond phone accessories and ice trays 
are favourites of the Indian consumer biting 
into the accessories branded pie. “Men's acces- 
sories bring in the moolah,’ reveals a Ferragamo 
store personnel in Mumbai. Thirty per cent of 
the stores’ sales are from men’s accessories such 
as tees and belts that proclaim the buyer's sta- 
tus, cuff links with subtle logos, shoes (a peren- 
nial favourite), laptop cases and luggage... the 
corporate head honcho is more branded than 
ever in India. 

With time at a premium and watches from 
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Jaeger Le Coutre pegged at Rs 1 crore, it's time 
for the Indian metrosexual male to spend on 
luxe. “Watches are an investment and shoes are 
like mistresses — the more the merrier,’ says an 
avid luxury male shopper. 


For international brands, this is a fascinating 
time to be in India. And those who take the lead 
are indeed learning that the Indian consumer 
doesn’t need high streets to teach them fashion- 
ista. After all, designer cholis co-exist with 
Choos at the Great Indian Wedding theatre. 
“We are in due diligence phase in India and 
the accessories market does seem like a 
long-term market opportunity that will require 
a great deal of nurturing, but at the end of the 
day we need to have a presence here,’ says David 
Pilnick, senior vice-president for international 
business ventures at Saks Fifth Avenue in New 
York. Analysts now are predicting that over the 
next 5-10 years, India could become luxury's 
biggest market. The business highway for 
luxury accessories in India is increasingly a 
place where European ateliers are ready for the 
two-way street — unlearn and innovate, and 
penetrate the market with smooth luxe ac- 
cess(ories). 
Till then, bring on the bag... 
Ruchita Sharma Bhardwaj is author of 
Ultimate Luxury and a lifestyle trend spotter 
Ruchita@ultimateluxury.in 
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LUXURY APARTMENTS AT BANGALORE 





AJMERA 


ARISTA 


HRBR, KALYAN NAGAR 


MAT 


(Pl 


MUN. 


Architects: Vernekar Associates 


Really, no space is big enough. But you'll find a 4 BR duplex or a 3 BR apartment at Ajmera Arista measures up 


quite nicely. Not just for the generous plans, but as much for the passion with which these homes have been put 


together. There’s no skimping on specs or luxuries (what with a private plunge pool or garden). And because 


Road, at 


nothing succeeds like address, Arista occupies an exclusive niche at HRBR, off Banaswadi Ring 


Bangalore North (with relative proximity to the International Airport ). The trappings of privilege include a pool, 


gym with steam and sauna, indoor sport and Wi-Fi connectivity. Call us. You'll find us very accommodating. 


PROMOTED AND DEVELOPED BY SOLE MARKETING AGENCY 


OYSTERS 
Ajmera Housing 


mee’ Corporation (Bangalore) ia Phones: +91 -80-65343466, +91 9980221170 
i 


Built on trust WWW.ajmera.com 


CREDA! 


e-mail: ajmera.arista(Q gmail.com 
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with high quality finishes. Today the 


buzzword is automation.” The modern Xe 

scenario, he says, is that when you walk i 

into the lobby of your apartment block, " i 

cameras scan every movement. On en- d 

tering the apartment, the lights turn on 2i 

| automatically. Hidden sensors regulate ( 

4 the mode of lighting to the mood, say ; 
soft lighting during dinner. Air-condi- 
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by Gurbir Singh 


LUXURY CONNOTES LIVING LIFE WITH INDULGENCE. 
And what can be more indulgent than surro- 
unding oneself with a home that is not just a liv- 
ing space but one that pampers the senses? Peo- 
ple spend 8-12 hours at home a day; so for those 
who believe in living life luxuriously, gazing 
across the ocean and purring on a soft sofa from 
an apartment in the sky becomes a necessity. 

*Providing luxury homes is pampering the 
ego of the buyer; and it is not about giving the 
basics,” says Vijay Wadhwa, chief promoter of 
Vijay Associates (Wadhwa) Group, who has 
been constructing luxury flats in Mumbai's up- 
scale suburban stretch of Bandra-Santa Cruz 
for years. “We give more height, more space, so 
the family does not feel the ceiling closing in on 
them. We provide greenery and large windows 
so that after a hard day’s work, a homeowner 
can de-stress and be one with nature.” 

Says architect and interior designer P.K. Das, 
“Luxury is a combination of a sense of space 
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tioner blowers work on cues — slow if 
there is one person in the room, faster 
if there are four. A single electronic 
panel operated with a wireless remote 
regulates everything — the television, 
drawing of curtains, air-conditioners. 

Interior experts today accept that 
there is a huge choice of designer prod- 
ucts. “Gone are the days when one sear- 
ched for Armani tapestry,’ says Das. 

“Today, there is a huge choice of top-line prod- 
ucts from Germany, Italy, even China.” 

Luxury homes are also judged by the number 
of indulgences offered in the common areas. 
The clubhouse with a sauna and squash courts, 
the evening pub, and the massage parlour are 
brownie points that indicate the scale of luxury. 


Luxury apartments are predictably expensive. 
And because they are larger than normal living 
spaces, the prices are astronomical. The Imper- 
ial, a south Mumbai project being developed by 
Shapoorji Palonji and builder Dilip Thacker, of- 
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fers 228 luxury apartments in two 60-storey 
towers. Apartments start from 2,500 sq. ft, but 
the top end is a couple of five-bedroom, 10,355 
sq. ft flats on the 49th and 53rd floors. Ifthe de- 
velopers get their asking rate of Rs 34,000 a sq. 
ft, buyers will be shelling out a little over Rs 35 
crore for each. 

"The Imperial is benchmarking south Mum- 
bai's luxury residential realty,” says Hafeez Con- 


tractor, architect for the project. “It is a new 


generation building with aluminium cladding. 


We give apartment owners a breathtaking view 


in three directions.” From Level 12-39, the inte- 
riors are by Pinakin Patel. In the upper reaches 
— Level 49-54 — interiors are by Craig Nealy. 
The short supply of luxury apartments in cro- 
wded upmarket locations such as south Mum- 
bai or Maharani Bagh and Friends Colony in 
south Delhi has ensured that prices continue to 
soar. With not a brick having been laid on site, 
the prestigious Skyz towers planned by ICICI 
Venture and Oberoi Developers at Worli, sold 
out for Rs 27,000 a sq. ft or more. The proposed 
65-storey twin towers will have only 44 apart- 
ments, each of them covering a bungalow-size 
8,000 sq ft. Cost of an apartment: Rs 20 crore. 
Apartments for sale start at Floor 15 to give all 
occupants a sea view and the only reason why 
each apartment-owner does not get a customis- 
ed swimming pool is because the municipal cor- 
poration did not clear the plan as the city faces a 
water shortage. In Delhi, a Friends Colony, 
four-bedroom flat would be cheaper at Rs 5 cro- 
re, but a ground floor home in a gardened, 500- 
square yard plot could go up to Rs 20 crore. 
There are other projects that command jaw- 
dropping, never-heard-of-before prices. For in- 
stance, on Mumbai's Pedder Road, a residential 
tower constructed by Ispat Industries and deve- 
loper Sameer Bhojwani offers just 18 super-luxe 


duplex, 6,000-sq. ft flats at Rs 75,000 a sq. ft. 
That is Rs 45 crore an apartment. 

The astronomically high price for luxury 
apartment also factors in the membership fee 
for entering a community of affluence. The 
Worli Skyz project has Kishore Biyani, chair- 
man of the Future Group, and Akash Bhansali 
of Enam Financial. ‘By Invitation’ is the new 
marketing tag created by builders to generate 
aspirational demand. 

Developers, too, have cottoned on to the lux- 
ury home market. It is a significant niche mar- 
ket that gives huge returns and does not require 
the huge investment in marketing that the mass 
housing segment demands. So, for the luxury 
segment, you have the ‘luxury’ builders, too. 
Like Suresh Raheja who has pioneered the du- 
plex 6,000 sq. ft flats after his success with de- 
veloping the Buckley Court heritage property in 
Colaba, south Mumbai; or the Munots of the 
Kalpataru Group who were the first to come up 
with apartments starting only from the 15th 
floor to give all their buyers a sea view. 


Suburban Luxury 

Luxury homes that offer the best are today not 
limited to traditionally upmarket areas such as 
Lutyen's Delhi or south Mumbai's Manhattan 
— Pedder Road and Napean Sea Road. Subur- 
ban locations such as Gurgaon and Noida in the 
National Capital Region, Malad in Mumbai and 
Whitefield in Bangalore have become sites for 
bungalow-style, gated colonies that often offer 
more luxury than the traditional areas. 

This trend has been spurred by an increasing 
shift of corporate offices to suburban locations. 
For instance, with the development of Mind- 
space by the C.L. Raheja Group in the western 
suburb of Malad in Mumbai, several corporate 
groups such as Sony Entertainment Television 
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LARGER THAN LIFE: 
Luxury apartments such 
as those in Shahpoorji 
Pallonji’s Imperial in 
south Mumbai (left) 
offer spacious living 
spaces and plush 
interiors 


Luxury bungalows in 
exclusive localities too 
command a high price 
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(SET) have relocated with executives too prefe- 
rring to live close to their worksites. After Leh- 
man Brothers acquired 300,000 sq. ft of office 
space in commercial building Winchester, in 
Hiranandani Gardens in Mumbai’s eastern su- 
burb of Powai, prices of luxury residential prop- 
erties in Powai shot up to over Rs 12,000 a sq. ft. 

A similar trend is seen in Gurgaon, Bangalore 
and Hyderabad. Whitefield has emerged as Ba- 
ngalore’s satellite business centre. Palm Meado- 
ws and the Presitge Group’s Ozone in Whitefie- 
ld offer large, luxury flats at Rs 8,000-10,000 a 
sq. ft in a locality currently facing falling prices 
in the mass housing. In Gurgaon, DLF's high- 
end residential apartments — Magnolias and 
Aralias — and Unitech's World Spa are on sale 
for Rs 10,000 per sq. ft or more. 

These two DLF projects overlook a proposed 
60-acre Golf Club, and are large format apart- 
ments with central air-conditioning, large lob- 
bies and equipped with back-up power and gy- 
mnasiums. Magnolias in Gurgaon, for instance, 
offers apartments starting at 5,825 sq. ft, going 
up to 9,000-10,000 sq. ft for duplex and penth- 
ouses. The ATS Village, a set of 700 condom- 
iniums in the distant reaches of Greater Noida, 
10 km from south Delhi, is a gated colony of 
baroque-style buildings guarded by electronic 
gates. Visitors are told to leave their cars behind 
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and travel inside the complex on golf carts. 


Like other sectors in the property market, the 
luxury segment, too, is suffering from lack of 
demand. *From January this year, buying in this 
segment has virtually dried up,” says Shashi Ku- 
mar, CEO of Naman-GMR Developers. “Buyers 
are waiting for the high prices to fall, while 
builders continue to hold on to their price line.” 

However, Anshuman Magazine, CEO of pro- 
perty brokers CB Richard Ellis, offered a margi- 
nally different view. He agreed that bookings for 
new projects in the luxury segment had dried 
up “due to the lack of confidence of delivery”. 
But unlike the mass housing market where de- 
mand and prices were stagnating, in the luxe 
segment “there was substantial demand for 
projects that are completing, and in some cases 
prices had shown an upward movement, too”. 

Vijay Wadhwa, concedes, though, that the 
market is stagnant. “The attack is from all sides. 
The EMI for home loans has climbed phenome- 
nally. The political situation is unstable. People 
are holding back.” Wadhwa, of course, hopes it 
is a transient situation, and the property market 
will bounce back once inflation subsides. 
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Just buy a mobile. 


A Em Now buy a mobile, fly to London, Dubai and many more international/ 
P« domestic destinations by paying a little extra. 
| Mbazaar in collaboration with Skywards, the frequent flyer program of Emirates brings you ‘Buy & Fly’ offer. 


Now when you buy a mobile from any of our stores, you get return tickets to Dubai, London and many more 





exciting international destinations, just by paying a little extra. What's more, you also have an option of flying 


iN OFFER* Jp to any domestic destination with Kingfisher Airlines. So when you buy a mobile you don't just connect with 
M, 
Ss your loved ones, you also connect with your dream destinations. 


My z 
K /gfisher Airline? 


Package 1: 25000 Miles. E.g. Delhi-Dubai return Package 2: 55000 Miles. E.g. Delhi-London return 
ticket for one person ticket for one person 
»* DUM 
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Motorola W270 Bi Samsung J600 


Nokia 2626 Sony Ericsson Nokia N72 
W200i 


25000 Miles + 25000 Miles 


Rs. 12799 ve ber Rs. 17999 


Samsung E840 


55000 Miles 55000 Miles 
Rs. 25899 Rs. 27799 


55000 Miles 
Rs. 31399 





good vaive mobile shop 


g£nbazaar 


Is se aur kahin nahi! 


Offer also available at: 


mpor 


Experience Mobility 





pantalons == 
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For any query, please write to skywards@pantaloon.com or call 0124 - 4641272 (Monday - Saturday, 9 am - 6pm) . For packages in cities of East and South please call or write to us 
"Conditions apply. Mbazaar reserves the right to change the cost of the packages at any given time. 








The nouveau 
rich in 
China are 
flashy, the 
Japanese 
mature and 
the Indian a 


mix of both 


Enigma 


by ruchira bose roy 


MOST EXPERTS WILL TELL YOU THAT THE ASIAN LUX- 
ury market is very complex. After all there are 
China and India with their armies of young 
nouveau rich; then there is Japan at the other 
end of the spectrum where the average age of a 
luxury client is 50, and they have been enjoying 
luxury objects and experiences for much longer. 
There is also flashy Hong Kong, subtle Singa- 
pore and the growing markets of Vietnam and 
Indonesia. But while the motivation to buy the 
objects or services may differ, the experiences 
and the yearning for ownership of these objects 
remain universal. In their book, Luxury Brand 
Management, Michel Chevalier and Gerald 
Mazzalovo make an important 
distinction between a con- 
sumer and a client. They ex- 
plain that someone buying a 
Rolex watch or an Hermes 
handbag is not going to 'con- 
sume' the product and then go 
back to the store to acquire a 
new one. A client buys 
iconic objects in a special 
state of mind. Every pur- 
chase, therefore, has a 
high emotional value 
and social context. 

The watch industry 
in Asia is the most ex- 
pressive of this behav- 
iour. Half of Switzer- 
land's $8 billion of 
annual watch exports 
comes to Asia. Initially, 
only Japan was a mar- 
ket for high-value 

watches from brands 
like Piaget and Au- 
demars Piguet. In the 
past 15 years, Singa- 
pore has become one 
of the world’s most 
significant Horology 
markets. When there are 
limited edition watches 
launched at BaselWorld 
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The Oriental 


or SIHH, invariably, if there are only five pieces 
slated to be produced, at least two will be sold in 
Singapore and at least one would be sold in 
Hong Kong (average price is €1 million). 

In markets such as Hong Kong, Japan and 
Singapore, buyers have gone from merely 
throwing money at the most expensive thing, to 
becoming more discerning. And if these mar- 
kets are mature, the mainland Chinese luxury 
market is still revelling in conspicuous spend- 
ing. Analysts expect China to boost Asia's share 
of world luxury sales to 60 per cent. At the heart 
of this is the Chinese buyer — who just needs 
something that is seen as expensive by others, 
such as a Rolex watch or a BMW convertible. In 
fact, in China, brands are moving to second tier 
cities. Louis Vuitton, which entered China more 
than 15 years ago and has over 16 boutiques 
across 13 cities, has recently opened shops in 
Wenzhou, Kunming and Shenyang. 

And in the past five years, major luxury 
brands have moved manufacturing to China. 
During an interview at the Milan Furniture Fair 
2008, I asked Giorgio Armani what brings such 
authenticity to his Armani/Casa collection, and 
he replied, *The fact that I choose to produce 
each piece wherever I can get the finest materi- 
als, and craftsmanship relevant to that piece.” 
Today, Armani's rugs are woven in Tibet and the 
T-shirts made in China. But Asian shoppers re- 
main origin-conscious because imported 
French and Italian goods are status symbols. 

The luxury market in India is driven by a dif- 
ferent set of rules. In Asia, apart from entrepre- 
neurs and business owners, a bulk of luxury 
clients actually includes professionals. While in 
India, it is primarily a.combination of old 
money and new money. And it is the latter that 
is the most curious about shopping and enjoy- 
ing luxury objects and keen on joining the 
global ranks of luxury buyers. 

Currently in India, a luxury buyer's attention 
is focused on fashion brands, while the Asian 
client is into buying performance cars, yachts, 
private jets, high-end real estate, furniture and 
art. But in India, we have a habit of making 
leaps. We made that leap in IT and internet, we 
made that leap again in telecom, and it's most 
likely that we'll make that leap again in luxury. 
The experience of fine living will become more 
important than showing offa label. In a country 
as vast as ours, the luxury market will not re- 
main curtailed by the lack of developed retail 
space. Irrespective of physical stores, the highly 
Net-savvy young and wealthy buyers will move 
to a virtual source to learn and shop for luxury. 





The author is co-founder and 
managing editor of Lx Report 
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Designer massage chair 


MADE IN JAPAN 


Your body. 
Your control. 


Take control of the massage you want with the uPilot. 
State-of-the-art ROBO-Stic 

The uPilot takes massage therapy to the next level with the 
State-of-the-art ROBO-Stic. It gives you full command 
over your massages. Paired with a comprehensive control 
pad, complete control is finally yours. 








uCount 


motion-sensing 


uSonic 


| Cleaning hard-to-reach areas of your jewellery, 


uSqueez | uPapa | 


The uCount 


uses digital 
technology to measure your pace, exercise time 


The world's first calves-ankles-feet massager Feel your tired muscles spring to life as uPapa 


* Patented Products. Available at select outlets. zb 


reinvents itself-OSIM uSqueez, the new expert 


rejuvenates, invigorates and energises. The 


| symmetrical and rhythmic drumming massage 
| penetrates deep- in to the muscle layers; easing 

away all aches and strains to perk you up and 
recharge our tired body like no other. 


in feeling good. With its signature Wrap-around 
leg massage, your legs are in for a triple treat- 
maximum pleasure, relief and effectiveness 


OSIM SHOWROOMS:- 
New Delhi *South. Ex., Part 1, Ph: 41648266 *City Square Mall Raja Garden, Ph: 42225510, 
Gurgaon *Mega Mall, Ph: 4052666 *Ambience Mall, 2nd Floor, Ph: 9971922668 Noida 


watchstraps, spectacles, and other assorted 


| accessories is now easier with the uSonic. it 


uses ultrasonic wave energy technology and 
water to clean your items easily and effectively. 


distance covered and calories burnt more 
accurately than other conventional pedometers 
Built with an auto- scan Fm radio to Keep vou 
company on daily walks or leisurely jogs 


"SHOPPERS STOP Rajouri Garden Ph: 9971922668 *Select City Mall, Saket HOME STOP Ph: 981171490; 
"The Great India Place, 3rd Floor & HOME TOWN Ph: 0120-4227880 Faridabad, Crown Interior Mall 2nd Floor 


Ph: 9818300559 Ludhiana *Malhar Rd., Ph: 4620774 *PIRAMYD, Ph: 9872030774 Chandigarh, City Center, Techno Park, Ph: 9872030774 Mumbai *Santa Cruz. Ph: 26049086 *Atria Mall, Ph: 9821013384 


*Palm Beach Galleria, Vashi *Andheri West Ph: 9821013384 *HOME STOP, InOrbit, *HyperCity Mall *Malad Ph: 40090081 *Croma Stores Ph: 27655834 *Office Ph: 9920373505 Pune 
Ph: 9370196569 *Ishanya Mall, HOME TOWN Ph: 9370196569 *Pune CENTRAL, *SHOPPERS STOP, Wakhadewadi, 
"PIRAMYD, Ph: 9323950204 Kolkata, *South City Mall, Shop No-303, Ph: 40072181, 9903899300 *Mani Square M 


“Kalyani Nagar 


“ICC PIRAMYD, Ph: 9923452446 *Croma Stores Goa, “Inox mall Ph: 9370196569 Nagpur 
all, 102 A, 1st Floor, Ph: 40002965 *2nd Floor. 55, Shantipally Kasba Ph: 64538844 *KBk 


Megamart, Park Circus connector, Ph: 22852253/54 Bangalore *The Leela Palace Kempenski, Level-2, Ph: 64543964, 9980075555 “Langford Rd, Ph: 9980075555, 41710192 *Designo Ph: 9886159999 
"HEALTH & GLOW, *HOME STOP, *Croma Stores Ph: 9980492975 *HOME TOWN, Marathahalli, Ph: 9886291062 *Manipal Cure & Care Ph: 39893979 Hyderabad *City Center Mall, Ph: 9912020100 *Seating 


World, Somajiguda Ph: 66667695/42 *HOME TOWN Ph: 9848436319 Chennai *T Nagar Ph: 32406677, 9383806633 *Seating World, Kilpauk Garden Rd., Ph: 26444005 "SHOPPERS STOP 
Glow Ph: 93383806633 Ahmedabad * 1st Fir. Sumel-2, near Gurudwara, S.G. Highway, Ph: 9898030866 *Croma Stores *Manipal Cure & Care Ph: 9898030866 Surat 


*Health and 
*ISCON Mall, Ph: 6561866, 9909793650 


*Pushpa Agency Ph:2470220 Indore * 14/15, Heritage 582, M.G Road Ph: 9826900900 *LOTUS, 13, Sneh Nagar Ph: 2390039 Jaipur *MGF Metropolitan Mall, Shop No-4 & 5, 2nd Floor Ph: 9928888833 


Opening shortly at Pune *Ishanya Mall Ph: 93370196569 
For Dealer Enquires Call: 987 1-900-900 


Head Office/Corporate Showroom 

OSIM INDIA - A Division of Paramount Surgimed Ltd. 

1, L.S.C., Okhla Indl. Area, Phase-Il, New Delhi-110020 

Tel.: 011-41070000/70, 09871-900-900 Fax: 011-41616555 
E-mail: sales@osimindia.com, www.osimindia.com 
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by Murad Ali Baie 


THE BAD NEWS FOR ALL POTENTIAL CAR BUYERS IS 
that the price of crude oil has now topped $147 a 
barrel, which means hikes in fuel prices is only a 
matter of time. The good news is that India lea- 
ds the world in the growth rate of dollar milli- 
onaires. At last count, these exceeded 100,000 
and were growing at 21 per cent per year. These 
are buyers who look for Rs 50-lakh car, and 
don't lose sleep over fuel prices. 

It is to cater to their tastes that the dizzy rush 
for new car launches continues as the world's 
auto makers try to woo the Indian customer. In 
2007-08, India saw record sales of 1.55 million 
passenger vehicles (including 334,000 UVs 
and SUVs), representing a growth of 12 per cent 
over the previous year. Although the main gro- 
wth was among the new hatchbacks that acco- 
unt for 72 per cent of all car sales, the luxury 
segment registered nearly 100 per cent growth, 
selling 3,200 cars in 2006 and 4,300 in 2007. 
This year, sales may cross 8,000 units. 

Globally, it's the German trio of Mercedes- 
Benz, BMW and Audi that dominates the luxu- 
ry car segment. Rolls-Royce is owned by BMW, 
Bentley by Volkswagen or VW (which also owns 
Audi) while Mercedes created a new super lux- 
ury brand — Maybach. Together they command 
about 80 per cent of the market while rivals 
such as Toyota's Lexus, Porsche, Jaguar and 
Volvo compete for the rest. Even in the US, the 
once ruling Cadillacs and Chrysler Imperials 
have been quietly eclipsed. Outside the saloons 
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there is asmaller but lucrative market for high- 
cost sports cars such as the Ferrari, Lamborgh- 
ini, Bugatti and a number of smaller brands. 

They pretty much dominate the India market 
as well. Mercedes-Benz, which came in 1996, 
has long been the unchallenged leader. But it is 
now facing competition from BMW, which set 
up an assembly plant near Chennai in March 
2007. Mercedes assembles the C Class, E Class 
and S Class saloons while BMW assembles the 
competing 3 Series and 5 Series models. Now 
Audi will soon be assembling its new A4 at the 
Aurangabad Skoda plant (also owned by VW), 
and will later shift to Pune at the upcoming VW 
plant. The trio also import its more expensive 
super luxury models such as the 7 Series BMW 
as well as luxurious SUVs and sports coupes. 

“We had sold 1,360 cars in 2007 and had set a 
target of 2,000 for 2008, but have already sold 
1,563 by June. So we are revising our target to 
2,800 units,” says Peter Kronschnabl, president 
of BMW India. Segment leader Mercedes-Benz, 
which sold 2,300 units in 2007 had set a target 
of 3,000 units for 2008 but has sold 1,800 cars 
in six months. Audi sold 380 cars last year and 
is confident of selling 1,000 in 2008. 

The rapid growth of India’s luxury segment is 
also attracting imports from other luxury auto 
makers, although they do not expect to have the 
volumes that would justify local assembly. Pors- 
che plans to sell some 400 Cayenne SUVs and 
Carerra or Boxters cars this year, while Volvo pl- 
ans to sell about 500 XC90 SUVs and S80 salo- 
ons. In addition, there are several high-end cars 
from Lamborghini, Land Rover and Volkswa- 
gen to tempt the rich and famous. With Tata 
Motors buying Jaguar, we can confidently ex- 
pect a few Jaguar models within the year. 

But that is not all. There is also a burgeoning 
local market for super luxury brands such as 
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Bentley, Rolls-Royce and Maybach, which cost 
more than three times the top Audi, BMW or 
Mercedes-Benz. These models expect to sell 
over 150 units in India this year. 

If India is a poor nation, can there be a mar- 
ket for so many sinfully expensive cars? Volvo 
Car India’s Managing Director Paul de Voijs be- 
lieves this is not remarkable. “India is no differ- 
ent from other emerging markets,” he says. “We 
had the same experience in China and Russia 
where the luxury class grew faster than expec- 
ted. We all grossly underestimated the demand 
growth. You will see that happen in India, too” 

About 40 per cent of the luxury saloons bou- 
ghtin India are in the smaller Mercedes C Class, 
BMW 3 Series or Audi A4 segment such as 
Honda Civic in the Rs 28-35 lakh bracket. An- 
other 40 per cent is the share of the bigger Mer- 
cedes E Class, BMW 5 Series and Audi A6 mod- 
els, which are in the Rs 40 lakh-50 lakh range. 

A little more than 10 per cent of sales go to the 
Mercedes S Class, BMW 7 Series or Audi A8 
segment of cars that are over 5 metres long and 


cost Rs 75 lakh-1.5 crore. Many of these sales go 
to hotels and travel companies who can import 
these duty free. A little less than 10 per cent goes 
to imported SUVs such as the Mercedes M 
Classe, BMW X5 and Audi Q7, and sports cars 
such as the Mercedes SL or SLK, the BMW 6 
Series or Audi TT sports coupes. The super lux- 
ury saloons such as the Bentley, Rolls-Royce 
and Maybach cost Rs 2 crore-4.5 crore. 

The main reason for this market buoyancy is 
that in many segments of society, Indians are 
getting quite rich, quite fast. The younger gen- 
eration of India's affluent families is no longer 
inhibited in flaunting its wealth. Besides, a lot 
ofthe buyers are foreigners working in India. 

It is hard to believe the transition taking 
place in the land of Gandhian thrift and social- 
istic simplicity. But, as the marketers are them- 
selves discovering to their surprise, the business 
of luxe is more a reality than a dream now. 





Murad Ali Baig is an author and 
automotive analyst 
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While a 
vintage Bentley convert- 
ible (far left) is still a 
rare possession, new 
luxury Cars such as 
(clockwise from top left) 
Audi, Mercedes-Benz, 
Bentley and Jaguar 
together sell more than 
8,000 units a year 
in India 








by raghavendra rathore 


LIFESTYLES, LIKE HUMAN BEINGS, DON'T BENEFIT 
from living in denial. In the 1920s, the idea of 
luxury was lavish but sensible. Importantly, it 
was normal. No one set out to outdo the other 
simply because there was so much around. But 
as the mindset of luxury is slowly changing, as 
life gets difficult, things once easily accessible 
emulate the value of exclusive access, giving rise 
to desire, which in turn culminates in new defi- 
nitions of luxury. 

Trapped in one of Mumbai's notorious traffic 
gridlocks, it is hard to imagine the enchanting 
idea of living in luxury. The same streets once 
had clean air, languid crossings and leafy lanes 
of grand houses separated by space pockets, 
through which, occasionally, one could get 

glimpses of the beautiful skyline. Also, 
products were a clever mix of design and 
material, embracing perfection with un- 
paralleled attention to detail. The gener- 
ations before us were more devoted to 
preserving and cultivating Indian luxury 
with elegance. Choice of fra- 
grances, luxurious leather 
goods, exquisite jewellery, 
crystal, linen, silver or, for 
that matter, the flair of a 
haute couture original silk 
sari, and countless other 
products catered to the 
taste of individuals who 
understood the inim- 
itable style of classic 

India. 

Polyester changed 
everything. It emulated 
the idea of luxury and made it ex- 
tremely commercial, sun mica re- 

placed wood and rexene replaced 
fabric. The gap between good aes- 
thetics and bad was reduced to just 
a notion. Vulgar use of resources 
had begun. The V8 engine single- 
handedly guzzled down half the re- 
sérves of petroleum, and the mass 
use of asbestos as a substitute for 
construction took away half our lungs. 


Saving 
resources 
W hile 
designing 
luxurious 
products 
could be the 
starting point 
of new luxum 
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This had to change, and change being in- 
evitable, the process has begun. 

Unfortunately or fortunately, luxury is ona 
warpath with the green revolution, the eco- 
frenzy and the green mandates can hardly align 
themselves with the original idea of eternal lux- 
ury. It is our generation that will truly be caught 
in a paradox, before we understand the evolu- 
tion of the idea of new luxury. 

In any case, the present situation that the 
world finds itself in heightens the experience of 
awareness, by drawing people into groups, 
largely those who believe in preserving and 
those who believe in the moment. One lot ex- 
ploring new ways of doing things and under- 
standing the potential of conservative luxury, 
and the other getting closer to luxury in its infi- 
nite variety, living less boring and unpre- 
dictable lifestyles at extra cost. They are also 
known as the luxury mafia. No one can, or per- 
haps dare, name the members but society 
watchers agree that it is an international cartel 
with a voracious appetite for unlimited abuse of 
extravagance. They are not accustomed to go- 
ing to the shop, but instead it comes to them. 

But if one is to believe the trends, they all 
point to an imminent change in the way the idea 
of luxury is bought, and sold. If indeed, the no- 
tion of luxury in coming years tips the scale to 
‘green’, designers across the spectrum will no 
doubt have to recalibrate instantly — much like 
what the introduction of the Green Tomato Cab 
service of London did in an arena long monopo- 
lised by the black cab. Design sensibilities will 
maintain the intoxicating idea of luxury, but in a 
very dissimilar fashion. Designers will certainly 
have to integrate the realisation of a conserva- 
tive, non-limitless vision of luxury, while they 
set to preserve resources desperately. 

The faces that grace the glossies could actu- 
ally be a starting point of this revolution of new 
luxury. Advertising their habits of change to- 
wards this new outlook could possibly be the 
best mobilising trigger. Trendsetters in their 
own right, such as Richard Branson, in spite of 
his idiosyncrasies, could be perfect ambassa- 
dors of change, demonstrating the power to 
evolve and accept an alternative form of luxury 
through actual practice of what they may em- 
bark upon to preach. Saving resources while de- 
signing luxurious products and reinventing 
habits of lifestyle without the perks of opulence 
might take centre place in prioritising the way 
we live. Reducing the dependency on the old 
idea of luxury will then become the 'in' thing to 
do. After all, a clean environment will only en- 
hance the real meaning of living in luxury. 





The author is a fashion designer 
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Bathroom products get 
premium with Roca 


Roca, one of the top sanitaryware 
companies in the world, is betting big 
on India. Emilio Salazar, deputy 
managing director, Parryware Roca Pvt. 
Ltd., shares a few thoughts: 


How is Roca planning to increase its brand 
image and presence in India? 

The objective of the Roca brand is to be number 
one in the fast growing Indian premium 
sanitaryware market. Roca internationally is the 
largest producer of sanitaryware products with 
over 30 million pieces annually. It is one of the 
few companies that provides entire bathroom 
solution, such as sanitaryware, taps, tiles, 
hydromassage products, shower trays and three 
types of bathtubs in enameled steel, acrylic and 
cast iron. With over 60 manufacturing facilities 
and presence in over 100 countries, Roca is rated 
the no.1 sanitaryware company in the world. It 
was declared as Spain's number one brand as per 
a survey recently conducted in Spain. Parryware 
Roca Pvt. Ltd. provides the best service backup in 
the industry. By launching international-styled 
quality products and through investments in 
brand building, retail ambience and in quality 
and customer care systems, Roca plans to 
increase its image and presence in India. 


What is the investment that is planned for 
enhancing the brand? 

Roca, being a premium brand in bathroom 
products, will be investing substantial amounts to 
establish its brand in India. These will be in the 

` areas of brand awareness, advertisement, 
promotions and showrooms, amongst others. 


What would be the investments on the 
manufacturing front? 

On the manufacturing front, Roca will also be 
investing in building capabilities to make its 
products in India. These investments will be in 
equipments and warehousing facilities. 


How many stores does brand Roca have in 
India? How many more are you planning to 
open over the next three years? What is the 
likely investment? 

Roca is sold only through select outlets 
throughout India. Currently, Roca is being sold 

in more than 50 stores in over 30 cities of India. 
It is now looking at over 200 stores in the next 
three years. And if you think it merits some extra 
gain, then in tier-I and II cities. The ambience of 
these showrooms will be in line with the brand 
and the objective would be to create an 


experience with the product. 


Roca is one of the few Spanish companies 
present in India. When most Spanish 
companies say that they do not know the 
Indian market enough to confidently enter 
it, how does Roca justify its presence in 
this huge market? 

Roca has spent time and effort in the last two 
years in a joint venture with Parryware in India to 
understand the Indian market. It understands 
bathrooms and has a world-wide experience in 
managing the business in diverse markets. Having 
been here for over two years now, it is confident 
of its foray here. 


Going forward, how does Roca see the 
Indian sanitaryware market moving? 

India is one of the emerging markets for future 
with significant growth potential across 
categories like electronics, automobiles, tourism, 
and fast moving consumer goods. With the 
potential of the population and the current 
shortage in housing the demand for bathroom 
products are set to witness exponential growth. 
The Indian consumer has greater disposable 
income than ever before. With the opening up of 


the economy the Indian consumer is exposed to 


world-class products and enhanced standards of 
living. This offers an excellent opportunity for 
Roca to offer world-class bathroom products and 


solutions to the Indian consumers. 


Is the company also planning to venture 
into global markets? Are your products 
exported? Are there plans to set up 
factories overseas? 

Roca will continuously invest in building techno- 
logical capability in the Indian manufacturing 
operations. This will translate into high quality 
designs, innovative products along with 
impeccable service levels for Indian consumers. 
Currently, we would be focusing on the Indian 
market only. Going forward, we do see an 
opportunity to source Roca products from India. 


How many factories do you have in india? 
Are there plans to open more factories? 
Currently we have four factories in India. The 
focus would be to continuously invest in building 
technological capability in these factories and 
enhance capacities. 


In which countries is Roca present? How 
does India compare with the global market? 
Roca has presence in over 100 countries around 
the world. India is a high growth market and high 
potential market for premium brands. 


Are any products, raw materials being 
imported into India from Spain? 

Roca has only one quality standard and the 
products made in India meet Roca worldwide 
quality standards. 


Are there any policy changes that you think 
will make business in the sector easier? 
Sanitation and hygiene are critical and any 
reduction in excise duties will help the market 
grow faster and help achieve the goal of total 
Sanitation earlier. 


How big is the sanitaryware market in India? 
= The market size for premium products in 
sanitaryware is approximately Rs. 200 crore 
and in taps Rs. 150 crore. The overall market 
size of sanitaryware market in India is 
approximately Rs. 1,000 crore. The market 
has been growing at around 10 per cent in the 
last couple of years. 
Comparing similar markets, the Chinese market 
has a potential of 60 million pieces as against 
Indian market which is 20 million pieces (in 
sanitaryware). 
Only 30 per cent of the households in India 
have basic sanitation facility which gives a 
high potential for brands to grow. 
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. The PM's push to sign the 1-2-5 
nuclear agreement is taking a 
toll on the economy. 
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UKESH AMBANI MUST HAVE BEEN 
unusually tense when he met the 
Prime Minister on 14 July. The ga- 
mble the economist-turned-poli- 
tician was taking — that signing 
the 1-2-3 ý Nuclear Agreement with the US was 
worth breaking the UPA government over — 
has been impacting much of India Inc., particu- 
larly Ambani’s Reliance Industries (RIL). 

The longest shadow on the already wobbly 
economy is being cast by the 39-seat Samajwadi 
Party (SP), whose support to Congress Party has 
become crucial in the wake of the 60-seat Left 
parties’ withdrawing from the UPA. The party 
has long been seen as discomfortingly close to 
Mukesh’s estranged younger brother and rival, 
Anil Ambani, and is making some alarmingly 
partisan economic demands as the price of its 
support. For example, SP General Secretary 
Amar Singh is citing rising oil prices to demand 
a windfall tax on private oil refineries, seem- 
ingly wilfully missing the point that while oil 
producers are indeed making windfall profits, 
margins for refineries are falling. 

“The SP agenda smacks of supporting one in- 
— Party's Malya. dustrial house against another,” says Revolu- 
> Singh. Yada ^ tionary Socialist Party leader Abani Roy. While 
~ (eft) and. Amar. Amar Singh counters by saying that he is speak- 
E pese AE $= ing in “national interest”, he almost seems to 





enjoy flaunting his relationship with Anil Am- 
bani. “I am a businessman, and naturally I am 
friends with other businessmen,” he says. “Anil 
bhai is close to me.” 


Political Bias 


India Inc. is also not amused. “First the Left 
parties were the pain, now we have this brigade 
making all kinds of fantastic demands”, says the 
CEO of a Mumbai-based industrial company. 
While the Left Front hindered many reforms, 
such as disinvestment in state-run companies, 
its objections were mostly ideological, rarely 
self-serving. Even Congress leaders admit the 
Left, in the words of Information and Broad- 
casting Minister Priya Ranjan Dasmunshi, had 
“a legitimacy of its own”. 

The SP’s demands reek of bias. In addition to 
taxing RIL, Singh says he wants the government 
to revise its telecom policy and levy heavy penal- 
ties on companies competing with Anil Am- 
bani’s Reliance Communications, such as Sunil 
Mittal’s Bharti Airtel, and Vodaf one, which he 
says have been disproportionately allocated 
scarce and expensive telecom spectrum at low 
prices. He also reportedly wants control of the 
coal ministry, which is crucial to power compa- 
nies, such as Anil Ambani's Reliance Energy. 

Singh has also attacked Finance Minister 


Winning Washington, Losing Tehran 


f Prime Minister Manmohan Singh goes 

ahead with the Indo-US nuclear deal, 

Washington could pressure New Delhi 
into weakening ties with its long-time bete 
noire, an. Washington has always loathed 
Revolutionary Iran as it set an example by 
becoming the first Muslim nation to over- 
throw its US-imposed despot —Mohammad 
Reza Shah Pahlavi — in 1978. Now, the 
Bush administration accuses Iran, like it 
did Iraq, of numerous felonies and appears 
close to attacking the country. 

A US attack on Iran, which has the 
world’s second-largest natural gas reserves, 
would upset the supply of Iranian oil and 
gas to India. Indian firms have invested 
$25 billion in Iran, investments that look 
shaky with the looming threat of war. 

Apart from pressuring India to stop sup- 
porting Iran at international forums, the US 
is also seeking to kill the $7.5-billion Iran- 
Pakistan-India gas pipeline, which 
Washington says will bolster Tehran eco- 
nomically and strategically. 

Petroleum Minister Murli Deora has sup- 


P. Chidambaram, the Reserve 
Bank Governor Y.V. Reddy, Pe- 
troleum Minister Murli Deora, 
and Petroleum Secretary M.S. 
Srinivasan,-accusing the latter 
two of being partial to RIL. 


Reforms On Pause 
Worryingly, the government is 
giving in to Singh, recently fir- 
ing Srinivasan, and moving to 
penalise telecom companies 
such as Bharti. Even as the 
economic fallout of this rises, 
the bureaucratic ossification 
that grips New Delhi when 
elections loom is also short- 
circuiting crucial measures 
the government wanted to 
take to combat rising infla- 
tion. So, is the economic fall- 
out of pushing for the nuclear 
deal outgrowing the benefits of signing it? 
“The various demands this government will 
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face from its new supporters just to stay in power 


may well make it rethink whether it was worth 
signing the nuclear deal whose benefits it won't 
live to see," says Nilotpal Basu, an influential 
member ofthe Communist Party of India. 


ported the pipeline, and is due to visit Iran 
towards the end of this month. "There 
should be an end to dialogue now," Deora 
said at the World Petroleum Congress in 
Madrid earlier this month. "The only issue 
is where to take the delivery, the delivery 
point." But since the SP has called for 
Deora's resignation, it is not certain he will 
make it to Tehran or seal the deal. 

Sourcing energy from Iran, with which 
India shares a decades-old relationship, 
makes immense sense for India. Currently, 
natural gas is only about 12 per cent of 
India's energy mix, while the global average 
is about 25 per cent. The global average for 
nuclear power ís less than 5 per cent. 

At the International Atomic 
Agency meeting in 2005, India had voted 
that Iran be referred to the UN Security 
Council to investigate its nuclear pro- 
grammes. That was purportedly to please 
Washington. It remains to be seen whether 
India will again buckle under pressure from 
its new-found energy partner. 

T.K. Vineeth 
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A WINDFALL: 
Billionaire Anil 
Ambani stands to 
benefit from the 
SP's demands 


EXECUTIVE SUMMARY 





e The Samajwadi Party is 
armtwisting the govern- 
ment to favour the 
Anil Ambani group 


e The turmoil of partisan 
politics will hurt the 
economy at a critical 
time 





The PM insists the nuclear deal will end “nu- 
clear apartheid" and allow energy-starved India 
to buy the nuclear fuel and technology needed 
to build more nuclear power plants. 

But even if the deal is signed, current plans 
call for nuclear power to supply just about 10 per 
cent of India's energy needs in 2020. "Is the 
disruption to the economy we are facing today 
worth it?4ihe Mumbai-based CEO asks. Of 
course, it L IBN be fair to count the key unstated 
gram ing the nuclear deal to judge its 
value — Building a closer strategic relationship 
with the US. But even this is not going to help 
the government with the main economic task at 
hand — stamping down on rising inflation and 
dealing with out-of-control energy prices. “The 
government needs to get on with the task of gov- 
ernance and tackling inflation and coming up 
with reforms to reverse the industrial slowdown, 
which has seen manufacturing growth plummet 
from double digits to 3 per cent,” says S.P. Gupta, 
former member of the Planning Commission. 
“But this government has little time to do any- 
thing and that time constraint will be com- 
pounded as it will also face problems in getting 
transparent reforms through with its allies.” 

For example, inflation could be partially con- 
trolled by encouraging large retail chains that 
reap the benefits of scale and can offer quality 
products at low prices to middle-class Indians. 
Until now, the SP and Left have both opposed 
foreign investments in the sector. But in an- 
other move that will hurt Mukesh Ambani, the 
SP wants to go a step further and create a regu- 
lator to leash in domestic Indian retailers, such 
as Mukesh Ambani's Reliance Retail, which is 
investing about Rs 25,000 crore in building a 
large retail and agricultural supply chain. 









Demand Juggernaut 

The SP is also demanding that RIL's Krishna- 
Godavari Basin gas fields should be barred from 
starting profuction until a dispute between the 
Ambani bra hers over how the gas will be allo- 
att tlic . Before this, the KG Basin gas 
field was to ¢ go live in September and the gov- 
ernment had stipulated a price of $4.20 per 
million metric British thermal unit (mmbtu) at 
delivery point, while also creating a policy that 
gave priority of supply to fertiliser units. But 
Anil Ambani wants his brother to honour an old 
agreement with RIL, under which his Reliance 
Energy would get the first 40 million standard 
cubic metres of gas a day (mmscmd) at a cost of 
$2.34 per mmbtu for a period of 17 years. 

RIL's contention is that the price is too low 
given the risë in gas prices, and that fertiliser 
factories and existing power plants should get 
preference for gas, or else they will have to buy 









gas from the international market where the 
rate is currently $25 an mmbtu. This price 
could rise even further if gas supplies cease 
from Iran, as could happen if the nuclear deal 
goes through (see ‘Win Some, Lose Some’ on 
page 91). While experts are divided on which 
brother's view is correct, no one would say it is 
in national interest for energy-hungry India to 
hold off production at the KG Basin. 


Telecom Tangle 

One area where one can sympathise with the 
SP's demands is telecom. Amar Singh has gone 
on record to state that “dominant GSM opera- 
tors like Airtel, Vodafone and others have 
obtained 2G spectrum far in excess of the 6.2 
Mhz they had contracted. They hoarded this 
extra spectrum by which the government has 
lost over Rs 15,000 crore in revenues... we 
punish food and essential commodity hoarders, 
but in this case we are allowing spectrum 
hoarders to flourish” 

Singh is right on this. But his solution would 
disrupt the industry and open the government 
to lawsuits. In a letter to the Prime Minister (see 
‘Black And White’ on page 93), Singh has asked 
that GSM operators, such as Bharti, be charged 
a one-time fee as per the current market rate for 
any spectrum held by them beyond 6.2 Mhz. 

What bothers many in the telecom industry is 
that Singh’s letter — which had a rather imper- 
tinent “At once” stamped on its head — was 
strikingly similar in format, content and tone to 
various letters that Anil Ambani's Reliance 
Communications had earlier sent to officials. 

Meanwhile, Singh's move has nudged the 
telecom regulatory authority, Trai, into hiking 
the minimum base price for 3G spectrum that is 
soon to be auctioned from Rs 1,400 crore to Rs 
2.200 crore. This could deter companies such 
as AT&T, British Telecom and France Telecom, 
which are waiting to enter India's $22-billion 
telecom market. 

*Reforms in the mobile sector have already 
taken a beating in the past two years", says Mahesh 
Uppal, a telecom analyst. “Corporates and politi- 
cians are unfortunately still blocking reforms 
that promote transparency and are instead pro- 
moting moves that go the other way around.” 


Courting Coal 

Another party that could hurt the future of an- 
other important sector, coal, is the J harkhand 
Mukti Morcha (JMM). India’s coal sector has al- 
ways been weighed down by endemic corruption, 
hurting national power generation and emission 
levels. The greatest problem has been that con- 
trol of coal mines was managed arbitrarily and 
unfairly. The UPA government was trying to 
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' vided in Parliament, 
- the JMM, which has a 
 nmieasly five seats, is 





switch to a system of 
open auctioning of 
mines, as also a more 
transparent coal pric- 
ing system. But with 
votes for the nuclear 
deal almost equally di- 


wielding power mas- 
sively disproportion- 
ate to its size. The 
party, whose boss Shibu Soren was recently ac- 
quitted of a murder-rap, is demanding control of 
the coal ministry. India Inc. is cringing. Soren's 
earlier stint in the coal ministry was not exactly 
exemplary, and the fear is that the planned re- 


. forms of the coal sector will never take place. 


That could hold up the building of new power 
plants and hold national growth to ransom. 


And There's More... 


Many other reforms, such as allowing forward 
trading in more farm products, are likely to be 
stymied by the confusion in New Delhi. 

Similarly, the government is unlikely to pur- 
sue much-needed disinvestment in India's 
state-run companies, a move that had turned 
into a political flashpoint two years ago. "Many 
of those who remain within the UPA coalition 
government including the DMK and those who 
have now joined it including the Samajwadis, 
opposed the kind of disinvestment that was be- 
ing pushed through in those days,” says Basu. 

India's WTO commitments to open up the 
banking sector also seem to be wavering in the 
face of a possible political backlash. Allowing 
corporate houses to open banks and making it 
easier for foreign banks to expand in the coun- 
try, either directly or through acquisitions of lo- 
cal banks, would deepen Indias financial mar- 
kets. But the moves are being frozen, as they are 
deeply unpopular with many regional parties. 

In light of all this, investors in India and 
abroad are increasingly believing the 'India 
story’ is dead — for now. "All these people push- 
ing different agendas — corporate, personal or 
ideological — have to realise that the govern- 
ment ofthe day is a political animal, and to sur- 
vive, it has to benchmark every demand against 
just one thing — what do the people want,” says 
the RSP's Roy. 

But, for now, it is what the politicians want 
that's setting the agenda in New Delhi — and 
the economic fallout of the nuclear deal is con- 
tinuing to rise. 
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Slowdown 


Survivors 


by Muthukumar K. and Vishal Krishna 


How some 
mid-sized 
companies 
are beating 
hard times 


DIFFERENT TACTICS: 
While Adi Godrej's 
(below) company 

plans to focus on 
low-end products, 
Meher Pudumjee's 
(right) Thermax plans 
higher R&D spend 


“PRUDENT COMPANIES DON'T RELAX, SAYS R. RA- 
makrishnan, executive director of Bajaj Electri- 
cals. "Those who streamline operations in a 
downturn, benefit the most when the going gets 
better" Mid-sized companies such as the 
Rs 1,400-crore Bajaj Electricals have been com- 
pelled to reflect on an economy that is not 
where it was a year ago. 

Latest IIP (Index of Industrial Production) 
figures show that production of consumer 
durable companies grew by 4.8 per cent in 
April-May 2008, when compared to the same 
period in the previous year. But the increased 
cost of raw materials and lower pricing power is 
affecting margins. Profit growth rates of mid- 
sized companies have halved to 24 per cent in 
FY 2008, when compared to 2007. For in- 
stance, almost half of Bajaj Electricals' profits in 
FY 2008 came from its consumer durable busi- 
ness. The company’s small size is not helping. 
Poor equity market conditions and higher in- 
terest rates are forcing mid-caps to keep expan- 





corporate 
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sion on hold. Now, as Chris Anderson explains 
in The Long Tail: Why the Future of Business is 
Selling Less of More, mid-caps need to create a 
‘long tail’ of diverse consumer durables to make 
up for the fall in sales volumes. "We need to at 
least maintain topline to cover fixed overheads,” 
says Ramakrishna matter-of-factly. 

Fears of mid-cap vulnerability are not univer- 
sal. “Mid-cap promoters will retain confidence,” 
says Nilesh Ganjwala, chief executive officer of 
Innergize Solutions, a management consul- 
tancy firm. He qualifies, however, that only 
those promoters who have sound corporate, or- 
ganisational and financial structures will sur- 
vive storms of the kind India is weathering now. 

More specifically, “Only mid-cap companies 
that have lesser debt, and greater pricing power, 
will be able to survive the harsh business condi- 
tions,” says Nilesh Shah, deputy managing di- 
rector of ICICI Prudential Mutual Fund. 

For this study of how mid-caps are surviving 
in these troubled times, all BSE 200 companies 
not part of the Sensex were taken to be mid- 
sized companies. On average, these companies 
had a market cap of Rs 5,000 crore. BW spoke 
to 20 mid-sized companies across industries, 
including FMCG, auto ancillaries, IT, finance, 
cement, engineering, real estate, infrastructure, 
and sugar and textiles, and found that while the 
undertone is bullish — most observers still be- 
lieve the India growth story is intact — some 
companies are tightening belts and sweating 
assets to survive the downturn. 


More Costs 

Typically, inflation hits a company in two ways. 
While raw materials cost more, the topline 
takes a hit from overall slowdown in consumer 
spending. Even so, “Passing on the cost increase 
is not the privilege of this industry,” says B.G. 
Borkar, chief financial officer of Nitco Tiles. 
Higher energy prices combined with a cooling 
real estate market present a double whammy. 
Many tile manufacturers, for instance, are 
folding up in the face of competition from 
cheaper Chinese tiles. To maintain a ‘sales and 
marketing-driven organisation, manufacturers 
unable to beat competition have to join them. 
That could mean sourcing vitrified tiles from 
China to keep costs down and, to improve 
margins, target higher retail revenues (from 
40-60 per cent) over the next three years. 
Nitco, to name one, is opening 100 exclusive 
stores by 2009, and another 100 by 2010, to 
combat the slowdown. 

Hedging offers some protection from fluctua- 
tion in prices between the signing of contracts 
and the actual delivery of products. For exam- 
ple, higher steel and cotton prices are hurting 
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the $3-billion (Rs 12,900-crore) Welspun 
Group, which manufactures speciality pipes 
(for oil transportation), and textiles. "The 
company as a policy resorts to hedging (for 
buying steel) whenever the contract price is 
fixed," says Akhil Jindal, director of corporate 
affairs at Welspun Group, which is the second- 
largest manufacturer of large diameter 
pipelines in the world. 

While higher oil prices and intense explo- 
ration activities have increased the demand for 
steel pipes, Welspun has to face the challenge of 
passing increased raw material costs to high- 
profile customers such as Exxon Mobil and 
Saudi Aramco. “Margins could be maintained 
in our areas of deep offshore pipe lines and large 


SATHEESH NAIR 


diameter pipelines,” says Jindal, director of cor- 
porate affairs, Welspun. But with cheap textiles 
being exported by China, Pakistan and Sri 
Lanka, Welspun expects to make more money 
from selling steel pipes than towels. 

The bigger of the two inflation-induced 
threats is the fall in demand. It has the potential 
to derail growth stories of companies in the re- 
tail, FMCG and consumer durable spheres. In- 
deed, the chinks are already showing. “Down- 
trading is clearly visible,” says Adi Godrej, 
chairman and managing director of Godrej 
Consumer Products. Downtrading is the prac- 
tice of consumers increasingly preferring lower 
value products within a product range. “Infla- 
tion has affected family budgets, and we are re- 
calibrating our strategy to suit the current pref- 
erences, says Godrej. As one response, the 
Godrej No. 1 soap, a low-price product, is ex- 
pected to come back into focus for the company. 

The domino effect has not spared IT spends 
by corporates, cutbacks in which is another 
threat affecting the software industry. A recent 
IT report by Emkay Share and Stock Brokers 
shows concern for both cuts in IT budgets as 
well as pricing discounts, particularly in the 
BFSI (banking, financial services and insur- 
ance) segment. News reports indicate that com- 
panies such as Patni Computers, IBM and TCS 
are already giving pink slips to employees on 
the bench for want of projects. Many IT compa- 
nies, such as Patni, are sticking to niche verti- 
cals. “Our strategy at this juncture is to focus on 


five key verticals,” says Surjeet Singh, CFO of 


Patni. The company, in fact, has plans to even 
buy companies in these verticals using cash. 
Nevertheless, “While the niche strategy 
might work, it will not give scale for a mid-sized 
IT company to grow,’ says Nilesh Shah. Pricing 


Tiding Over The Slowdown 


Mid-caps have slipped 
more than large-cap 
companies 
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Debt Burden 


Mid-caps have a higher 
| debt-equity ratio 
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COMPANY BUSINESS/INDUSTRY CHALLENGES BUSINESS STRATEGY 
Binani Cement Branded High transportation Plans to start a plant in the western region for exports 
cement and energy costs to the Middle East, and enter into long-term contracts 
with local builders. 
Avaya GlobalConnect Telecom Reduced IT spends Leveraging domain knowledge in the media, insurance 
solutions by corporates and healthcare sector. To focus on collaboration tools, 
video conferencing, workforce management. 
RSB Transmission Auto Reduced demand and Expects to tap new auto players in the Pune region. 
ancillaries hike in steel prices 
@Home (Neelkamal ^ Lifestyle Fall in residential Continue to tap high-income customers. To increase 
Plastics) furniture demand number of stores from 15 to 39 in next 5-4 years. 
LT Overseas Branded Rise in food prices Bringing value addition in existing products and diver- 
rice/commodity sifying product portfolio and deriving synergies. 


Source: Management interaction 
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larger-sized companies. But 
while size does assist big 
companies to withstand 
shocks, it is not the sole 
driver of credit quality. 


On endurance 

Market position and 
financial risk profile help in 
defining the ability of a 
corporate in braving 
slowdowns. Benefits of size, 
however, may manifest in 
the form of better ability to 
access funds from banks as 
well as capital markets, 
varied revenue streams and 


BW's Muthukumar K. better pricing power. 

spoke to Raman Uberoi, 

senior director of Crisil The vulnerable ones 

Ratings, on the impact of On specific candidates, 

double-digit inflation, high companies that are imple- 

costs and the economic menting large debt-funded 

slowdown in India. projects may be particularly 

Excerpts: vulnerable in the event of a 
possible slowdown, coin- 

On credit worthiness ciding with higher interest 


costs. Also, companies that 
are highly leveraged as well 
as those in capital intensive 
and cyclical industries are 
likely to be more vulnerable 
than others. 


In previous slowdowns, 
what we have witnessed is, 
all else remaining equal, 
mid-size and smaller 
companies have been more 
vulnerable to default than 


power remains with the top five software firms 
— TCS, Wipro, Infosys, Satyam Computers and 
HCL Technologies. In fact, the Emkay report 
says that for every 1 per cent change in pricing, 
margins are impacted by 70 basis points. 


Higher Interest Rates 

Debt-heavy mid-sized companies face serious 
challenges in servicing interest, as well as rais- 
ing more funds at affordable interest rates (See 
‘Debt Burden’ on page 95). According to latest 
data from CapitalinePlus , a corporate database 
provider, DLF, Ispat Industries, Essar Oil, 
Bhushan Steel and Adani Enterprises are 
among the companies with a high debt-to- 
equity ratio of more than two. Expansion plans 
are inevitably affected. “Indian entrepreneurs 
have a habit of creating capacity for the future, 
which often burns cash when the future 
demand does not come to fruition,” says 
Ganjwala. “Unfortunately, Indian promoters 


who have used short-term debt to increase 
capacity without taking into consideration a 
slowdown are in trouble now.” 

“Real estate companies, in particular, are 
high on debt with no pricing power, which 
could hit them badly,” says Nilesh Shah. Many 
real estate projects are either on hold or being 
sold to bigger builders for want of money. “We 
will pass on the increased cost to customers 
keeping margins intact,” says the spokesperson 
for LIC Housing Finance. But, the bigger ques- 
tion though is the credit quality of assets. 

“Consolidation and not expansion is the cur- 
rent watchword for us,” says Manoj Mahesh- 
wari, CFO of Bajaj Hindusthan, India’s largest 
sugar manufacturer. A glut in the sugar indus- 
try and government-prescribed sugarcane 
prices have affected margins adversely. Compa- 
nies are struggling to consolidate operations, 
cut back on costs, and improve efficiencies. 


Forging Ahead Regardless 

Not all companies are shelving expansion plans. 
“Insurance is a long term business,” says 
Gaurang Shah, managing director of Kotak 
Life. “We need to spend on distribution even 
during a slowdown.” Max New York Life also 
has major expansion plans, and is bringing in 
additional capital of Rs 1,400 crore by 2011. 

Meanwhile, Thermax, the Rs 3,160-crore en- 
ergy and environment engineering company is 
planning to spend more on R&D. “Even if engi- 
neering turnkey projects go down for the power 
industry, it is necessary for us to invest in equip- 
ment for producing alternative energy,” says 
Meher Pudumjee, chairperson of Thermax. 

The dynamics of some industries offer suc- 
cour to its players. “Globally, Europe and the US 
are the largest users of biofuel and they have 
contacted us to build plants,” says Shashank In- 
amdar, joint managing director of Praj Indus- 
tries, which sells equipment for breweries and 
biofuel. “They are not slowing down on their 
plans of replacing fossil fuels. So, we remain 
insulated from the slowdown in the country.” 

In effect, efficient mid-sized companies are 
using these difficult times to understand their 
core competencies and rationalise costs. A recal- 
iberation of business strategies to survive rising 
inflation and interest rates is clearly evident. As 
high oil prices hold economies to ransom, mid- 
sized companies are working harder to remain 
where they were. As the slowdown separates the 
men from the boys, truth is, for every Infosys 
that grows from mid to large cap, there will be 
hundreds who will not. Indeed, this is a race of 
endurance. All survivors are victors. 
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A tribe of 
literary 
agents are 
rewriting 
the script 
in India 


PROMINENT PLAYER: 
Red Ink's Anuj Bahri 
feels Indian publishers 
realise the need for 
literary agents 
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Catalysts 


by Sumati Nagrath 


KARAN BAJAJ PROVED TO BE LUCKIER THAN MOST. 
In a country where it is nearly impossible for 
first-time authors to find a publisher who is 
willing to bet on them, 29-year-old Bajaj se- 
cured a publishing deal for his first novel, the 
bestselling Keep Off The Grass, in just 15 days. 
In fact, the top three publishing houses in the 
country even had a “mini bidding war of sorts” 
over the manuscript, with HarperCollins win- 
ning at the end, says Bajaj. The young author 
gives the entire credit for this to his literary 
agent Renuka Chatterjee, who he says helped 
him “get the best deal”, which would have been 
“quite unthinkable if I were to do it on my own’. 

Increasingly, more and more new authors in 
India are choosing to sign up with literary 
agents than approach publishers directly — a 
trend that is already well established in the 
West. “In Britain and the US, most publishers 
actively discourage authors from approaching 


publishing 


them directly with manuscripts,” says UK- 
based author Rajorshi Chakraborti, whose first 
novel, Or The Day Seizes You, was short-listed 
for the 2006 Hutch Crossword Prize. “Going 
through an agent is somewhat essential, at least 
for your submission to be taken seriously.’ 

In India, agents had been conspicuously ab- 
sent till recently. With the publishing industry 
in a phase of growth, a small but significant 
number of literary agencies have sprung up in 
the past couple of years. “Some of the biggest 
publishing houses in the country are sub- 
sidiaries of global publishing houses, which 
have a number of big international and Indian 
authors on their lists,” says Chatterjee, who 
heads the Osian’s Literary Agency, set up in May 
last year in Delhi. She adds that no matter how 
much they may want to do things differently, 
the primary focus of Indian editors is on big 
names. “We then act as talent scouts,” says Chat- 
terjee who has, in just over a year, managed to 
sign on the agency’s first 15 writers, including 
filmmaker Saeed Mirza, journalist Shailaja Baj- 
pai and Jerry Rao, former head of MphasiS and 
now chairman of the Asia Pacific operations of 
EDS, a US-based IT services company. 


Even so, change has arrived slowly. “The West 
has had a long-standing tradition of literary 
agents,” says Anuj Bahri, who heads the two- 
year-old Red Ink based in Delhi, the other dom- 
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SMART AGENT: 
Osian's Renuka 
Chatterjee believes an 
increase in the number 
of publishers has made 
bidding between 
houses possible 


inant player in the game. 
“But it is only now that 
both publishers and au- 
thors are waking up to the 
need and importance of 
literary agents in India.” 
According to Bahri, pub- 
lishers in the country have 
been reluctant to change. 
“Used to authors coming 
to them, desperate to get 
their manuscripts pub- 
lished, publishing houses 
get away with paying 
them peanuts,” says Bahri, 
who managed to secure a 
Rs 2 lakh advance for 
Amandeep Sandhu's 
Sepia Leaves and sold 
Shrabani Basu's new man- 
uscript for Rs 6.4 lakh 
(both with Rupa). 

With over 15 years in 
the publishing industry 
(including six years as edi- 
tor-in-chief at Harper- 
Collins India), Chatterjee 
too is aware of the poor 
advances paid by publish- 
ing houses. *The average 
advances that first-time 
authors get are usually in 
the range of Rs 25,000- 
50,000, but could be as low as Rs 10,000- 
20,000.” But her agency, she says, has managed 
to sell all manuscripts by first-time authors for 
Rs 75,000-1 lakh. 


AMIT VERMA 


The Middle Kingdom 

Internationally, top agents often figure in the 
list ofthe most influential people in the publish- 
ing world. But not so in India. "When we started 
out, we had no problems getting authors, but 
publishers fought us tooth and nail and would 
just not open their doors to us,” says Jayapriya 
Vasudevan of Jacaranda Press in Bangalore, In- 
dias pioneering literary agency, which 
launched almost 11 years ago. 

Being an agent requires a lot more than just 
hard bargaining skills, points out Vasudevan. 
While possessing knowledge about the industry 
and having the right contacts is indispensable, 
agents need to have impeccable editorial skills. 

“As a writer, this leaves me free to concentrate 
purely on the telling of new stories and entrust 
all the other aspects of taking my manuscript 
forward in the hands of someone who is both 
sympathetic to me and better connected within 
the publishing world,” says Chakraborti. 


IB ATI publishing 


For Sandhu, whose Sepia Leaves has received 
critical acclaim, the true benefit of having 
signed on with Red Ink, which got him a three 
book deal, is that as he writes his second book, 
he “does not have to think about publishers”. 

How do agents profit from being in the mid- 
dle? “Agenting is a tricky business, admits 
Bahri. “Nobody pays you anything unless the 
deal is done.” Bahri, Chatterjee and Vasudevan 
charge 15-20 per cent commission on advances, 
royalties and any other subsequent rights. But 
the size and scale of the publishing industry in 
India makes it difficult for agents to run an 
organised large-scale outfit. 

Chatterjee feels that even till 2-3 years ago, 
there was not much scope for agents in the 
country. But an increase in the number of pub- 
lishers in recent years has made a bidding 
process among houses possible. “Agents now at 
least have the choice of taking the book to a 
number of publishers,” she says. 


International Ambitions 

Meanwhile, all three agents have their eyes on 
international authors as well as markets. Not 
only are they trying to reverse the trend of 
Indian authors being sold to Indian publishers 
by international agents, they are also trying to 
take Indian authors overseas and bring interna- 
tional authors to India. 

They have met with some success in this. 
While Bahri has Canadian-Indian author 
Shauna Singh Baldwin on his list, Vasudevan 
has Sri Lankan author Elmo Jayawardena and a 
couple of writers from China on hers, and Chat- 
terjee has managed to get Filipino Jose Dalisay, 
whose novel Soledad’s Sister was short-listed 
for the 2007 Man Asian Literary Prize. On be- 
ing asked by friends why he was placing his 
faith in a new agency, that too from India, Dal- 
isay says, “Because I feel they will understand us 
better and work just as hard for us.” 

If they are to flourish in the global publishing 
industry, Indian agents will have to learn to play 
hardball. They will be competing with agencies 
such as David Godwin Associates (who repre- 
sent Man Booker Prize-winners Arundhati Roy 
and Kiran Desai), Rogers, Coleridge & White 
(who represent Hanif Kureishi, lan McEwan 
and Gita Mehta) and Wylie Agency (who repre- 
sent Paul Theroux, Al Gore and Annie Lei- 
bovitz). These agencies take pride in snapping 
up authors from under the nose of other agents. 

But finally, with access to better writers from 
around the world, and not having to wait for 
books to reach them from the West, it is the 
reader who will have the last word. 
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PHYSIOLOGY 


Learning To 


Proof of brain 
plasticity 
spurs a new 
industry — 
that of mental 
fitness 


REVERSE 
PSYCHOLOGY: Brain 
decay can be reversed 
by presenting it with 
new challenges 


PEOPLE IN INDIA MAY NOT KNOW MUCH ABOUT 
baby boomers (those born between 1946 and 
1960) in the US, but this generation has pro- 
vided the majority of the country's leaders in 
politics, science, business and the arts. They 
have been credited with building several inst- 
itutions, and in some ways, with building 
contemporary America itself. One of their less 
well-known achievements was to start the phys- 
ical fitness revolution. Now they are on the 
verge of starting a similar revolution: one of 
mental fitness. 

As biology advanced rapidly after World War 
II, scientists began to understand the relation- 
ship between good living and major diseases 
such as cancer, diabetes and heart ailments. 
Many baby boomers took this knowledge to 
heart, thereby starting the physical fitness 
movement and an entirely new industry. Now 
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science is generating a burst of knowledge 
about the brain. And based on this knowledge, 
Americans have begun to generate another in- 
dustry: the brain fitness industry. It is already 
worth $225 million in the US and growing fast. 

Science now tells us that the brain is plastic, 
and remains so well into old age. It seems an ob- 
vious fact to state, but it is a counterintuitive 
concept and was not accepted by many neuro- 
scientists till the 1980s. Even in the 1980s and 
1990s, the real extent of the brain’s plasticity 
was not widely appreciated. They thought that 
the brain was hardwired early in life, and that 
all its mass and circuitry were established in the 
first few years of life. Says Michael Merzenich, 
professor emeritus at the University of Califor- 
nia in San Francisco and founder of Posit Sci- 
ence, a maker of brain fitness tools, “In spite of 
evidence, people did not believe that the brain 
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can remain plastic in old age.” 

Merzenich himself was at the forefront ofthe 
transformation that changed our notions about 
the brain. Now it is known that the brain — un- 
less affected by serious diseases such as Alzhei- 
mer's — can adapt and learn and change in stru- 
cture even in ripe old age. It is also known that 
specific mental exercises can improve the brain 
in specific ways. They improve the brain chem- 
istry and make neurons grow new connections. 
The improvements are noticeable in brain func- 
tion, and scientists can see the changing brain 
via imaging. Neuroscientists now think that the 
brain forms even new neurons in adulthood. 


Ready To Gash In 
The evidence of brain plasticity from animal ex- 
periments is overwhelming. In Merzenich’s lab- 
oratory, scientists have taken old rats with a few 
weeks to live and made their brains look young. 
Says Merzenich, "We have not seen one change 
in the brain that is not reversible.” Over 30,000 
research papers document brain plasticity. All 
this new knowledge is generating a burst of 
business activity, some of them from leading 
scientists in the field. Merzenich set up Posit 
Science in the year 2003, to develop and sell 
brain fitness programmes. Swedish firm 
Cogmed was co-founded by two neuroscientists 
from the Karolinska Institute in Stockholm. 
The first company in the brain fitness indust- 
ry was Scientific Learning, set up in 1999. It had 
developed computer-based programmes for 
children with dyslexia, a learning disability. 
Worldwide, the major event for this industry 
was the launch of Nintendo's video game Brain 
Age in May 2005. Over 24 million people have 
bought this game. According to the San Fran- 
cisco-based market research company Sharp- 
Brains, there exist around 20 brain fitness com- 
panies around the world. SharpBrains itself is a 
product of this new phenomenon. It puts the 
US market at $225 million in 2007, up from 
only $100 million in 2005. The world market is 
around $700 million, most of it from Brain Age. 
Brain fitness programmes are used by a vari- 
ety of people. The basketball team Memphis 
Tigers in the US uses brain fitness software for 
improving brain function and peripheral vision. 
The Erickson Retirement Communities, one of 
the largest in the US, use brain fitness program- 
mes to keep their customers mentally agile. 
Hospitals and insurance companies use them to 
treat patients who have undergone chemother- 
apy. The baby boomers, now entering their 60s, 
promise to be the next big set of customers. 
"The baby boomers are very productive peo- 
ple,” says Alvaro Fernandez, co-founder of 


SharpBrains. "They want to remain productive 
into old age, and they are repeating the physical 
fitness story in brain fitness.” 

SharpBrains divides the brain fitness indus- 
try into four categories. The first is the educa- 
tion segment, and consists of products for chil- 
dren with special needs. The second is cons- 
umer and gaming. It did not exist in 2005, but 
was worth $80 million in the US in 2007. This 
segment consists of Nintendo and companies 
such as Cogmed, Posit Science and Lumos Labs, 
all of which have managed to raise venture cap- 
ital. The third segment, healthcare, develops 
products to treat patients with brain diseases 
such as Alzheimer's and Mild Cognitive Impair- 
ment (MCI). This segment is worth $65 milli- 
on. One company in this field, California-based 
Dakim, raised $10.6 million in February this 
year. The fourth segment is corporate wellness, 
military and sports. It is worth $20 million. 

What is the science behind all these prod- 
ucts? The brain declines with age, but declines 
faster when not used well. When we are young, 
we rapidly learn new things. The brain, thus, 
keeps getting new inputs, and the neurons keep 
forming new connections. When we advance 
into adulthood, we no longer learn actively. We 
get into a maintenance mode, which does not 
challenge the brain enough. The connections 
decay, and the brain chemistry weakens. How- 
ever, new research shows that the brain contin- 
ues to be young if we keep challenging it with 
new activities. Moreover, if you challenge a 
brain that shows signs of decay, it can reverse 
the decay and come back into youth. 

So, learning new things is the best way is to 
keep the brain young. Learn a new language or 
à new musical instrument. Do some juggling to 
sharpen motor skills or learn to play chess. So 
why do we need all this brain fitness software? 
Their proponents, many of them distinguished 
scientists, argue that they concentrate many po- 
tential years of mental activity into a few high 
performance sessions. Learning new things on 
your own is good, but not as efficient as a set of 
well-developed exercises. Recent research from 
the University of Michigan has suggested that 
even intelligence — which was previously 
thought to be inherited — improves with brain 
exercise. Says Susanne Jaeggi, scientist at the 
University of Michigan, "We knew that training 
could help you improve at specific tasks, but we 
now find that exercises can help you tackle com- 
pletely new problems better" Our brain, when 
stretched, is capable of surprising itself. 


P. Hari in San Francisco 
p-hari@abp.in 
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e The brain fitness 
industry is already 
worth $225 million in 
the US and growing 
very fast 


e The first brain 
fitness company was 
Scientific Learning, 
set up in 1999. Now 
there are around 20 
such companies in the 
world 


€ There are four 
segments in the 
industry — education, 
gaming, healthcare 
and corporate 
wellness 
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SCIENCE BUZZ The fortnightly update on innovations and tech policies 


Sinking Feeling 





As carbon dioxide 


(CO2) emissions rise, 
some pump it deep 
under rocks. This 
solves the problem 


temporarily, but space 


is limited and no one 
knows if it will start 
leaking out. Scientists 
have come up with a 
new solution: pump 
the gas under 
volcanoes in the 
ocean. These rock 


formations — made 
of basalt — can hold 
enormous quantities 
of CO2. Scientists at 
Columbia University 
are surveying a place 
200 km off the coast 
of Oregon in the US. 
Initial calculations 
show that it can hold 
120 years’ worth of 
US emissions. The 
gas slowly reacts with 
the rocks to form 
chalk, a reaction that 
is irreversible. 


Say Aaah! 

Till now we depend 
on the doctor's interp- 
retation of what he 
hears on the stethosc- 
ope. Poor sensitivity 
of the human ear to 
low frequency heart 


sounds leave room for 


judgment errors. Two 


students from IIT 
Kharagpur have deve- 
loped a method that 
can automatically 
classify a wide range 
of sounds produced 
by the beating heart. 
The method breaks 
down the sounds of 
each heart cycle into 
its component parts. 
This allows them to 
isolate the sound of 





interest from back- 
ground noise, such as 
internal body gurgles, 
and ambient sounds. 


Energy Waves 
Ocean waves are a 
good source of energy, 
but technology that 
can tap them efficien- 
tly is in its early sta- 
ges. Now a company 
in the UK — Check- 
mate SeaEnergy — 
has come up with a 
device that can harv- 
est energy from the 
waves efficiently and 
potentially at low 
cost, reports the 
Technology Review. 
The device consists of 
a long tube — named 
Anaconda — that 
bulges as waves go 





through them. This 
bulge travels and 
reaches the other end 
where it drives a 
turbine. There are 
many kinds of devices 
for generating power 
from waves, but this 
one is probably the 
simplest and 
cheapest, and is 
competitive with 
other power gene- 
ration technologies. 





methods — and considering 
improvements in the next few years 
— we can safely say that a large 
part of the critical human genomic 
variations would be figured out in a 





WE HAVE BEEN HEARING ABOUT 
personalised medicine for several 


Understanding 


Person al Cure years now. Doctors know that most few years. We already know more 
drugs work only on 70 per cent of than a hundred places in the 
* % * z people, but have to prescribe them genome, and this figure could hit a 
! gtd 1 anyway because we do not have the — thousand in the near future. | 


means to stratify the population 
quickly. However, judging from the 
rapid strides being made by seque- 
ncing technology, personalised 


Once we know what genes to 
look for, it is a much simpler job for 
a clinician to do a test when a 
patient walks in. Diseases that were 


medicine does not seem to be too once known to be the same in all 

far away. people would now look different. 
Gene sequencing technologies They will all be treated with 

have been evolving at breakneck different drugs. A beginning has 

speed in the past few years. Within already been made with some 

two years, its speed has gone up cancer drugs, most notably Glee- 

100 times and the cost has gone vac, a drug for leukaemia and some 

down 100 times. Two years ago, gastro-intestinal cancers. Doctors 


can determine potential resistance 
to the drug with a simple test. Such 
tests can become more common 
before prescription in five years, 
and routine practice in 10 years. 


scientists could sequence 50 
billion bases of DNA in one year. 
Now they can do 50 billion in a 
single week. 

Given the application of such 
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Quick gene sequen- 
cing will enable doctors to promptly strati- 
fy patients and prescribe suitable drugs 
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South Africa and other countries across the globe, 





with widespread applications in Architecture, 






TRADE, Transport, Aviation, Aerospace, Defence, Solar, 
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Engineering, Electronics and many more. At Jindal 


Aluminium, we maintain high standards in Quality & 






Service, our extrusions are an ideal choice and a 





j strong substitute for wood. 

Quality Aluminium Extrusions 
i Use Jindal Aluminium Extrusions and be a part of the 
movement to conserve nature. Jindal Aluminium has 
been awarded the Silver Shield by EEPC as a Star 
Performer in 2007 for the highest exports in Large 


Enterprise. 
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Carbon Power 





PLUGGING IN: Inserting 
carbon nanotubes in 
Nafion increases fuel 

cell efficiency 


The fuel cell 
innovation 
could make 
hydrogen cars 
more 
affordable 


GLOBAL CARMAKERS 
and others who fight 
a feverish technology 
battle to push 
hydrogen as afforda- 
ble and clean fuel in 
their vehicles may 
soon have an Indian 
research team to 
thank. Scientists led 
by K. Vijayamohanan 
Pillai at the National 
Chemical Laboratory 
(NCL) in Pune have 
tweaked a material 
that is at the heart of 
a hydrogen-based 
fuel cell in such a way 
that the electro- 
chemical device is 
capable of delivering 
more power for the 
same set-up. 

Fuel cells are 
touted as the future 
of the energy 
industry as, unlike 
fossil fuels, it is non- 
polluting with its 
only by-product 


being water. Cheaper 
and better fuel cells 
may not only turn out 
to be an environment 
-friendly technology, 
but also an efficient 
engine of growth. 
Energy production 
from petroleum 
products or coal 
involves myriad steps 
such as heat 
extraction from fuel 
by burning it, 
conversion of that 
heat to mechanical 
energy, and transfor- 
mation of that 
mechanical energy 
into electrical energy. 
In contrast, fuel cells 
operate by converting 
a fuel's chemical 
energy directly into 
electrical energy. 
Pillai, who heads 
the materials chemis- 
try group at NCL, 
and his colleagues, 
had an innovative 


chemical strategy to 
make the fuel cell 
deliver more. While 
globally research 
teams are concen- 
trating mainly on 
electrodes to enhance 
the efficiency of the 
fuel cell, the NCL 
group decided to 
focus on electrolyte 
— the medium that 
facilitates the flow of 
current. The type of 
fuel cell that the NCL 
researchers worked 
on uses a polymer 
membrane as the 
electrolyte. 

Globally, fuel cell 
makers have been 
using two polymer 
membrane 
electrolytes: Nafion 
developed by US 
chemical giant 
Dupont, and PBI, or 
polybenzimidazole, 
membrane from 
German firm BASF. 
Though it is one of 
the best known 
conductors of 
protons, Nafion's 
performance cannot 
be improved further 
under normal 
conditions, which 
comes in the way of 
making fuel cells 
cheaper. The NCL 
group, however 
found that this 
hurdle could be. 
overcome by incor- 
porating tiny carbon 
nanotubes into the 
Nafion membrane. 
"We found that it 
works and proton 
mobility of the mem- 
brane increased by an 
order of magnitude,” 
says Pillai. 

Interestingly, this 
concept can also take 
care of another 
problem that is 
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inherent with Nafion. 
Since water plays a 
pivotal role in 
transporting protons 
in Nafion, the 
membrane cannot 
work beyond a 
temperature of 80-90 
degrees, as water 
would evaporate. On 
the other hand, the 
presence of carbon 
nanotube could 

help retain water, but 
to work in 
temperatures around 
200 degrees they 
have to be dispersed 
in other proton- 
conducting polymer 
electrolyte PBI. 

"It looks like a 
novel concept,” says 
Manoj Neergat, 
assistant professor at 
the department of 
energy science and 
engineering at IIT 
Bombay. But experts 
are not completely 
convinced that the 
near 10-fold increase 
in proton conducti- 
vity in the composite 
polymer membrane 
developed by the 
NCL researchers will 
translate into similar 
increase in power 
output. 

The researchers 
themselves admit 
there are several 
hurdles to be crossed 
before the composite 
polymer membrane 
can be commercially 
exploited. These 
include a rigorous 
evaluation of chemi- 
cal stability 
and durability of 
the membrane, and 
possible corrosion 
problems. Still, it's 
a start. 


TK Jayan 
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REAL ESTATE 


Buying high 


Investing 
in a second 
home in the 

hills is 
gaining 
currency, 
especially in 
the south 


VACATION HOME: 
Buyers prefer gated 
bungalows to be 
assured of clear titles 





CALL IT CONTEMPORARY COLONIALISM. IF THE 
British made their summer homes in 
salubrious hill stations to escape the tropical 
heat of the provinces they ruled, the Indian 
upper middle class is doing the same thing 
now. They do this not only to get away from 
the heat of the subcontinent, but to find 
respite from the congestion and pollution of 
manic Indian cities. "The pace of life in metros 
is too hectic,” says N. Gowrishankar, a financial 
consultant in Mumbai. *Hill stations are 
rejuvenating.” 

Ooty, Kodaikanal, Yercaud and Munnar in 
the south, Lonavala, Kamshet, Khandala and 
Panchgani in the west, and Mussoorie, Shimla, 
Manali and Naintal in the north are the newly 
preferred real estate investment destinations. 
Slightly less famous but catching up quickly in 
the high property stakes are Yelagiri, Ponmudi, 
Chikmagalur, Kumbalgarh, Kasauni and 
Landour. 


A 
VU LUE 


gN iot 








“It was my dream to own a home in a hill 
station, primarily to take a break in a quieter 
location during the summer vacation.” Says 
Varuna Shankar, who conducts coaching 
classes for school children in Chennai. About 
six months ago, Shankar invested in a two- 
bedroom cottage in Misty Mountain, a gated 
'ommunity of 135 cottages near Naidupuram 
Kodaikanal, about 3 km from the famous 
odai Lake. 

"The rush to own a second home in a hill 
tion is a result of more money in 

rculation,” says K. Narayanaswamy, director 
the Chennai-headquartered Shriram Group, 
velopers of Misty Mountain. Narayana- 
vamy adds that banks are willing to finance 
up to 70 per cent of the cost in clear and 
approved dealings. Buyers, too, prefer gated 
communities in hill stations as they can be 
assured of clear titles and ownership. Access to 
the property and its scenic location are key 
criteria in buying decisions. 

Developers such as Gold Valley in Lonavala 
offer 4,500-7,000 sq. ft of land with a 
constructed bungalow. A three-bedroom house 
here costs about Rs 75 lakh-1.5 crore. On the 
other hand, a two-bedroom house in Landour, 
ear Mussoorie, costs about Rs 40 lakh. *Most 
juyers prefer constructed bungalows as it is 
ometimes difficult to develop property in 
pese regions due to connectivity and high 
osts of services,” says Manish Zaveri, 
anaging director of Promax Properties in 
bnavala. 

With developers willing to undertake life- 
e maintenance for a fee, managing these 
pperties is hassle-free. Services such as 

tter, electricity, a skeletal pantry and house- 
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maids are available for a fee. Developers are 
also willing to find tenants for the property, 
which takes care of most maintenance costs. 
Owners are known to fund holidays elsewhere 
with this rental income. 

The time-share holiday market, driven 
primarily by brånds such as Sterling Resorts 
and Club Mahindra Holidays, does not appear 
to be affected by the new preference for 
homes in the hills by people. “Our customers 
are more broad-based as we sell a fixed 
holiday slot to a person, which he can use for 
25 years, says Ramesh Ramanathan, 
managing director of Mahindra Holiday 
Resorts, which has shown a compounded 
revenue growth of 58 per cent in the past four 
years. The average price of a time-share 
holiday is Rs 2.2 lakh. 

Like everywhere else, property prices have 
been skyrocketing in the hills, sometimes at 
rates faster than in urban areas. Land prices 
in the more popular destinations such as 
Kodaikanal, Nainital and Lonavala, which 
are well-connected by road and rail, have 
nearly doubled in three years. Varuna 
Shankar’s cottage in the Misty Mountain 
project cost Rs 9 lakh when it was launched 
about three years ago. Today, a similar house 
is available for not less than Rs 24 lakh. A 
one-acre stretch of land will set a buyer back 
by Rs 1 crore in Nainital, and three times that 
in Lonavala. 

“Demand is outstripping supply in hill 
stations as the land available for use and 
development is limited,” says Narayanaswamy. 
But the crowds, thank heavens, are not 
madding yet. 

Vatsala Kamat 
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CHILLOUT ZONE: 

Misty Mountain, 

a gated community of 
135 cottages, is one 
such property developed 
in picturesque 
Kodaikanal 


Entertainment 


CORPORATE HONCHOS 
want the best. So 
they outfit their living 
rooms with the most 
superlative speakers 
money can buy. 
"Unlike ordinary 
people, these top 
managers do not go to 
showrooms for mass- 
market sound sys- 
tems," says Prithviraj 
M. Vedpathak, 
director of Bangalore- 
based Absolute 
Phase, which custo- 
mises acoustic equip- 
ment. "All they do is 
go to specialists who 
source and assemble 
home theatre sys- 
tems." ProFx, also in 
Bangalore, is another 
such store. Prices for 
top-line speakers start 
at Rs 50,000 and can 
go up to Rs 2 crore. 
Brands such as Polk 
Audio, KEF, Denon, 
Linn, Arcam, Lexicon, 
ProAc, Plinius and 
Dynaudio are most 
preferred. “Most of 
the buyers are IT 
employees,” says 
Vedpathak. For 
example, the Proac 
Response 1SC 





speaker has a copper 
magnet and phase 
plug assembly for 
sonic improvements. 
It also has a highly 
damped, completely 
transparent cone, 
which marries rigidity 
to lightness. The © 
effect of this combi- 
nation lowers distor- 
tion, and flattens and 
extends the frequency 
response. Though, the 
iconic 
Quatro Wood Loud 
costs $10,500 (Rs 
4.2 lakh) remains 
popular, the current 
rage is Linn and 
Plinius speakers, 
which offer even more 
clarity. “You can also 
buy Vandersteen 
speakers and use 
cables of another 
company, such as 
Linn,” says Ashish 
Jain, an audio consul- 
tant in Mumbai. 
Audio consultants 
charge anything up to 
10 per cent of the 
cost of the system as 
their fees. That's a 
small price to pay for 
improved sound. 


Vishal Krishna 
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SPORT 


The jumping jacks 


THEY ARE CALLED 
traceurs and traceuses 
and, yes, something 
that lyrical has to be 
French. They practise 
the new sport that goes 
by the name of Parkour 
(l'art du déplacement), 


which is blazing a high- 


energy trail through 
celluloid and cities. 
Remember Foucan's 
monkey-like move- 
ments in the opening 
scene of Casino Royale 
and Akshay Kumar's 
feline jumps in the 
Thums Up commer- 
cial? That's classic 
Parkour. Nike, HP, 


Sony, Canon and Toyota 


are cashing in on what 
was first seen in the 
documentary Jump 
London, which 
showcased top traceurs 
running over the 
rooftops of London's 
famous architectural 
landmarks in 2003. 
Kickstarted by David 
Belle, Parkour involves 


REUTERS 


"i 


going from one point to 
the other in the short- 
est, quickest and most 
efficient way possible. 
The sport can, however, 
be traced back to 
George Hebert (1875- 
1957) — a French 
physical educationist 
who travelled exten- 
sively with the Navy. 

While it is a sport 
that highlights macho 
portrayal of high-tensile 
strength, practitioners 
see the discipline as a 
way of life. 

So, how can you get 








MUSCLE TUSSLE: 
Parkour involves macho 
portrayal of strength 


started? One amateur 
group in India, Team 
Mutants, who were 
inspired by Jump 
London, are willing to 
share advice on Orkut 
— the networking site. 
But to get started, you 
just have to own a pai 
of quality running 
shoes, wear loose clo 
ing, regain basic fitne 
and get set to go. 
Manash 


Bright light: The Eiffel Tower is seen lit in the blue and yellow colours 
of the European Union flag to mark France’s six-month presidency of the EU 
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Antique beauty 





iISTORICAL ART: 
Some tiles have exqui- 
site Chinese patterns. 


THEY HAVE LITERALLY 
been through fire, 
travelled the high 
eas, weathered many 
' orms, and wit- 
iessed moments of 
lreat joy and untold 
'agedies. They are 
* sautifully hand- 
C 4nted and carved 
Oles that were 
d. ported from all 
Sver the world to 
idorn the homes of 
wealthy Indians over 
a century ago. And 
now, you too can take 
home one of these 
miniature bits of art 
ind history courtesy 
People for Animals 
'PFA), the country's 
largest animal 
Welfare organisation. 
Dver 10,000 antique 
Uecorative tiles — 
“escued from dilapi- 
tated buildings and 
Ciles of rubble from 
"ross the country 
Lid painstakingly 
thenticated — will 
lit on sale at PFA’s 
PI*$ual fundraising 
WeMmt, which will be 


held on 8-10 August 
at Delhi's Hotel 
Intercontinental The 
Grand. The tiles, 
which bear the signs 
of time, largely 
feature Dutch, 
Islamic, Chinese and 
English symbols and 
designs. In fact, rose 
motifs and geometric 
patterns dominate 
the collection. 
Modestly priced at Rs 
1,500 and painted in 
hues of blue, green, 
ochre and yellow, 
these antique tiles 
can be framed or 
hung from walls. 
Among some of the 
most striking tiles are 
ones bearing 
delicately painted 
peacocks, cornucopia 
tiles (which feature a 
pomegranate for 
prosperity), and some 
Chinese patterns. 
Turn the tiles over 
and you might just 
find a *made in" or 
"manufactured by" 
stamp, hinting 
towards the origins of 
a particular piece. It 
is impossible not to 
be floored. 

Sumati Nagrath 


TRIBHUWAN SHARMA 


BON VIVANT 


Designs on you 


CONSUMER ELECTRONICS MAJOR LG'S DESIGNS FOR 
better products include plans for a more 
profitable future for the company. The iconic 
LG KG-800, better known as the chocolate 
phone, a premium designer mobile phone, 
marked the company's shift in focus to design 
and user interface, and has played a key role in 
turning around what was its money-losing 
cellphone business. Sleek and visually 
stunning, the chocolate phone, which has 
reported global sales of nearly 1.7 million 
units since its debut in 2006, remains 
completely black until the touch-keypad is 
gently brushed. Following it up with more 
stylish models, the company posted an 8 per 
cent handset profit margin in the third quarter 
of 2007, against a loss of 0.4 per cent in the 
first quarter of 2006. 

Like the chocolate phone, LG's Prada KE850 
is all about looks. It, too, has a touch sensitive 
screen, plus a 256-MB microSD card, a 2 
megapixel Carl Zeiss built-in camera with LED 
Flash, and a special Prada Bluetooth. 

LG's new liquid crystal display (LCD) screen 
and plasma panels hope to compete with 
Samsung and Sony televisions. With them, the 
company hopes to boost its flat-panel 
television sales to 17 million sets in 2008, up 
nearly 90 per cent from 9 million in 2007. In 
the first nine months of 2007 after launch, 
LG's flat TV revenues had risen 24.7 per cent 
to $5.3 billion (Rs 22,790 crore). LG's cool 
new designs look set for a hot future. 

Janhavi Abhyankar 
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IT'S GOT THE LOOK: 
LG's chocolate phone, 
LCD TV, notebook and 
even the air conditioner 
(below) all sport a 
designer look 
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Sanjay Dhawan 
President & Chief 
Operating Officer, 
Aricent 


| am currently reading 
Beneath The Marble Sky 
by John Shors. The book, 
which is a historical 
fiction, gives an insight 
into India’s culture during 
the Mughal era. The 
narrative about the 
construction of the Taj 
Mahal is vivid, and makes 
you feel that you were 
right there watching it 
happening. | usually read 
non-fiction books and 
pick them up guided by 
the New York Times 
Bestseller list. Next on my 
list are The Audacity of 
Hope by Barack Obama 
and The Post-American 
World by Fareed Zakaria. 











A Journey Into 


The Dark World - 


by sumati nagrath 


McMAFIA CRIME WITHOUT FRONTIERS 
BY MISHA GLENNY, 
BODLEY HEAD, PAGES: 403; PRICE: $27.95 


IN MCMAFIA: CRIME WITHOUT FRONTIERS, MISHA 
Glenny exposes the seamier side of globalisa- 
tion — that ofthe organised crime world. An ex- 
pert on the Balkans, Glenny begins the story in 
the late 1980s with the breakdown of the com- 
munist ideology and the Soviet state. According 
to him, the collapse of the Soviet Union and the 
political upheavals in its 'satellite' countries was 
the biggest impetus to the rise in organised 
crime. He says, "All manner of operatives lost 
their jobs: secret police, counter-intelligence 
officers, special forces commandos and border 
guards, as well as homicide detectives and 
traffic cops. Their skills included surveillance, 
smuggling, killing people, establishing 
networks and blackmail.” Skills, it would seem, 
that were best utilised by those on the other side 
ofthe law. 

While the disintegration of the former USSR 
might have been the trigger, it was the events 
that followed — the deeply ethnically divisive 
wars in the Balkans and the subsequent UN 
sanctions — that actually nurtured the fledgling 
criminal networks. In the Balkans, war and 
sanctions led to one of the swiftest and highest 
degrees of criminalisation, according to Glenny. 

A Central European correspondent for The 
Guardian and then the BBC World, Glenny 
spent over three years interviewing criminals, 
law enforcement officers, analysts and acade- 
micians about their respective histories, moti- 
vations, activities and observations. The result 


MISHA GLENNY is a journalist and a 
historian. As the Central Europe 
correspondent for The Guardian and 
then for the BBC, he chronicled the 
collapse of communism and the wars 
in former Yugoslavia. He has won 
several major awards including the 
Sony Gold Award for his outstanding 
contribution to broadcasting. He has 
authored three previous books on 
Eastern Europe and the Balkans. 


( 


is this sprawling (close to 400 pages) but en 
thralling and detailed narrative of the origin 
and the rise of organised crime in the Balkan; 
and its transnational networks with counte} 
parts in places as far apart as Colombia, Johar 
nesburg and Mumbai. And, the network h 
reveals is multilayered, complex and efficien: 
and it often transcends geographical, socia 
ethnic, racial, and even gender differences. 

Glenny charts the progression of criminals 1 
the Eastern Bloc from trading in contraban 
cigarettes in the 1980s to the early 2000s, whe 
cocaine became the new currency. He note 
that by the summer of 2002, “Croatia 
paramilitary generals, Slovene businessme 
and half of the Bulgarian underworld had gc 
involved in this new industry, whose profit 
surpassed the Balkan contraband, heroin ani 
amphetamines.” 

Further along, Glenny rather controversially 
but correctly notes the contradiction betwee 
the two separate wars being waged by many o 
the western governments — the war on drug 
and the war on terror. He points out that it is thi 
money generated from the former that sustain: 
the latter, and argues that if we are to accept the 
UN estimate that drugs account for 70 per cen: 
of organised criminal activity, “then the legali- 
sation of drugs would administer by far the 
deadliest blow possible against transnationa 
organised criminal networks”. 

The reality that Glenny’s meticulous researcl 
and riveting narrative reveal makes movies like 
the Godfather trilogy and Scarface look tame 
In fact, at the very beginning of the book he 
highlights the three fundamental ways in which 
the Russian protection rackets (the 
early form that the criminal synd? 
cates took) of the 1990s were differ 
ent from the classic mob families c 
southern Italy New York an. 
Chicago: the former were indisper 
sable for the transition from socia? 
ism to capitalism; the Russian 
were not strictly bound by famil 
loyalties; and unlike the five fam; 
lies of America's Costa Nostra, ther 
were thousands of organisation. 
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nning protection rackets in Russia. 

Then Glenny goes on to introduce the readers 
the caviar mafia of Kazakhstan, the sex clubs 
f Dubai, the marijuana trade in the seemingly 
nocuous British Columbia, Nigerian money 
‘ams and human traffickers in China, besides 
apping the complex drugs trade. At the same 
me, he makes the point that the criminal econ- 
my is perhaps the only economy in many of the 
»oorer and failed states in the world. And “or- 
anised crime is such a rewarding industry,” 
rites Glenny, “... because ordinary Western 


| uropeans spend a burgeoning amount of their 










me and money sleeping with prostitutes; 
noking untaxed cigarettes; sticking 50 notes 
p their noses; employing illegal immigrant 
ibour on subsistence wages; admiring ivory 
nd sitting on teak; or purchasing the liver and 
dneys of the poor in the developing world”. 
Read this for a truly bone-chilling journey 
rough the dark world of the criminal syndi- 
ates that once existed in the shadows, but now 
penly bask in the sun. And as Glenny points 
it, make up as much as 20 per cent of the 
obal economy. 













ELECTION 1 
Words of 
Wisdom 


THE LAST LECTURE 

BY RANDY PAUSCH AND 
JEFFREY ZASLOW, HODDER & 
STOUGHTON/ HACHETTE INDIA, 
PAGES: 226; PRICE Rs 295 





'HE LAST LECTURE WILL PUT TEARS IN YOUR EYES, A 
ump in your throat and hope in your heart. If 
ou have been online in the past year, you've 
L werobably heard of the book's co-author Randy 
= *ausch. Diagnosed with last-stage pancreatic 
ancer last year, this computer science profes- 
or at Carnegie Mellon was given only months 
— œo live. Thus, his ‘Last Lecture’ — a practice 
—swhere professors are asked to consider their 
eath and speak on what is most important to 
1em —turned out to be exactly that. 
The book is an extension of Pausch’s now fa- 
— mous lecture, where he distilled the lessons he 
earned through his life into 76 minutes of 
art-wrenching, yet inspiring speech. The ex- 
aordinary bit about it is that at 46, Pausch had 
ready achieved all his childhood dreams — 
"orking for Disney as an Imagineer, floating in 
^ro gravity, ‘meeting’ Captain James T. Kirk of 
_ ne Starship Enterprise, even writing for the 
— world Book Encyclopaedia. That is why he 





called his speech *Really fulfilling your child- 
hood dreams". ` 
The book (and the speech) is Pausch’s at- 
tempt to record everything he wanted to tell his 
three young children who at the time were too 
young to remember. Not a word is wasted, in 
part thanks to Jeffrey Zaslow’s sharp writing, 
but also because that’s exactly how Pausch lives 
his life — time is not his friend. One year on, this 
extraordinary man continues to fight his dis- 
ease, despite once being told he only had 
months to live. In his own words, “brick walls 
are meant to stop the people who don’t want it 
badly enough”. 
— Pierre Mario Fitter 


SELECTION 2 
Lost in 
Translation 


MANOHAR SHYAM JOSHI'S CEN- 
tral character is a cynical 
middle-aged writer, also 
called Joshi, who goes on to 
tell a tale, which has grown 
old with him — one of the 
many he was never able to put on paper for hav- 
ing delayed writing it, time and time again. The 
story goes back to Joshi's adolescence, when he 
arrives in a Kumaoni village carrying with him 
all the prejudices of the city and the baggage of 
the avant-garde writer. There he encounters 
Khashtivallabh Pant, 'dubbul MA, the village 
schoolmaster. 

The villagers call him Professor T'ta — after 
his form of farewell — a mocking honorific that 
suggests they are not quite sure of the value of 
his multiple degrees. Pant's opponent in the lit- 
eracy sweepstakes is the principal of the school, 
Shobhan Singh, with whom he has an English 
vocabulary duel, fuelled by Joshi, who senses 
the opportunity to write a comic tale in the vein 
of Steinbeck's Pastures of Heaven. 

The story then takes an unexpected turn. 
Joshi, determined to find more about Professor 
T’ta’s life to nourish his tale, convinces him to 
share the story of his sexual experiences. There 
unfolds, the unsettling erotic tale of Professor 
T'ta's youth growing up in a house full of lonely 
widows. And it's not so much the crudeness that 
bothers, but rather the fact that Professor T'ta's 
character never quite seems to come to life. But 
some of the humour and the poignancy seems 
lost in translation: what was meant to be an al- 
ternately funny and dark tale fails to get a 
chuckle or a tear out of you. 

—Noemie Bisserbe 
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RSS, SCHOOL 
TEXTS AND THE 
MURDER OF 
MAHATMA 
GANDHI: THE 
HINDU 
COMMUNAL 
PROJECT 

BY ADITYA 
MUKHERJEE, 
MRIDULA MUKHERJEE 
AND SUCHETA 
MAHAJAN 

SAGE 

In just under 100 pages, 
the three historians from 
Delhi's Jawaharlal Nehru 
University have 
succeeded in highlighting 
the fact that 
communalism continues 
to be a threat in present- 
day India. They do so by 
bringing together distinct 
but interlinked issues — 
the content of the RSS 
school textbooks and the 
murder of Mahatma 
Gandhi. The hatred that 
underlies both these 
cases can be violent and 
divisive, the authors 
argue and suggest that 

it is time that we 
capitalise on the 
presence of secular 
forces within the country. 


ck 


PROMOTION 


BW SPOTLIGHT 


Jaypee Group: 
Pioneers in golf- 
centric realty projects 


JAYPEE Group known for its successful 
endeavour in offering integrated golf commu- 
nities in India now comes with its second 
project, ‘Wish Town’ which will be Indias largest 
township development with over 1,162 acres. 
The highlight will be an 1 8+9-hole signature 
Graham Cooke golf facility, 350 acres of 
pristine open areas including 15 lakes © water 
bodies, Town Centre with facilities like art 
galleries, restaurants & cafes, high-street retails, 
international standard medical centre and wide 
range of educational facilities from Kindercrib 
to pre-university levels. It will also have a mix 


of residential options - luxury apartments, high- U PPA L^ S : Pa m pe r ] ng j nd ivid ual ta S te S 


rise condominiums and independent homes, 


club facilities with health and fitness centre, PURISM is one word that defines the K-117 Hauz Khas Enclave apartments 

party rooms destined to offer luxurious lifestyle in New Delhi - each with distinct individualistic styles - they are modern 

with secure and comfortable living. with uniquely designed aesthetic living spaces. Furniture, soft furnishings, 
accessories & lamps add to harmonize the perfection in 2,500 square feet of 
space. Italian marble has been used in all rooms with wooden flooring in 
kids and guest bedroom and sanitary ware from Villeroy & Boch and faucets 
from Gessi. Shuttered wardrobes are finished in lacquered glass, black mirror, 
including hi-gloss lacquer & oak veneer. Daikin VRV air-conditioning systems 
and false ceilings with concealed lighting in PO.P coves add to the 
ethereal charm of these living spaces. The kitchen comes loaded with a 
built-in microwave, oven, fridge, 90 cm. hob & chimney, appliances from 
Siemens with granite worktops, all create the right ambience for hi-life living. 


SEVEN Har living has a uci addr XN Cait Lond. 


Located O-kms from Sonth Delhi on NH-6, 


Caitriona at the 150-acre integrated township 
, r | nig 
Ambience Island, delivers the best of beth Gurgaon 
"e | i 1 if ; 
and the national capitat. AH four ana five bedroom 
, < d : !] 
condominiums at Catriona will be facing the 
r E Y , - 
9-bole Golf Greens. lo avoid any post possession 
a ting "Ppi fh, iy Ji : ed ci domini ) 
the centrally atr-conditioned Conaomtntu Wis 
LEM J ; - 
all Dt completely done up in a read) I0-7)100U€- 
' , ; AGE ; 
mm funusp. Envistoned with internationalism ane 
? " " , i 7 » 
modernity, each condominium would be fittec 
with the industrys best 
lo complement a seven-star lifestyle, . lanbience 
fe} i / j ^ Las RI 
Island 19 ll liso Pave a -star deluxe luxury Polke 
| poh F TNT. » | pene clus 
Leela Neimpimsky serviced apartments, am €x TAY FIT. 
- Í : ; P ) , 

] kin shopping on each floor’ Ambience Mal 
ana Corporate towers ads part of the township. lh 
, '] d l 
result will be evocative It would make hon 

int: 
COMING ATHE most eagerl) awattea part of everyda) 
For more information, call) O11 4600 2700 


^ mati: caitriona@ambii sie: india ai 
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BW Opinion 


Fortunes In Descent 


The best 
solution to the 
surplus of 
airline capacity 
would be to give 
the private 
sector 


contracts to 
build more 


airports 





THE AIRLINE INDUSTRY HAD A GLORIOUS RUN FOR 
the last four years. As Indians prospered, they 
began to relax and take holidays. But they also 
learnt the value of time. Trains take too long to 
get anywhere, and railway stations were models 
of bedlam. So people started taking flights. And 
the airline industry responded magnificently. 
Tycoons went and placed huge or- 
ders on Boeing and Airbus. New air- 
lines entered the field. To attract 
first-time flyers, they dropped fares; 
if one was nimble and lucky, one 
could fly almost free. 

Those years of exuberance were 
brought to a sudden end by the flare- 
up in the price of oil. The govern- 
ment is very solicitous of some con- 
sumers of oil. If one drives a 
diesel-powered SUV, one can be sure 
of the government's kindness. If one 
is in the business of adulterating 
diesel oil with kerosene, the govern- 
ment will protect one's business. But 
for airline passengers it has no 
mercy. It has increased the price of 
air turbine fuel without any self-re- 
straint. So it is no wonder that air 
fares have been creeping up. But they have not 
crept up enough. There is too much competi- 
tion, and airlines are worried that if their fares 
rise out of line with competitors; they will be 
left without passengers. And there are differ- 
ences in airline owners' capacity to take losses. 
Some tycoons have only to ring up their banker 
to get an overdraft of Rs 1,000 crore; some do 
not know how to pay for the next overhaul. 

So airlines are making losses; and the losses 
are getting to the point where some owners can- 
not continue operations. Till now, they have 
only been cutting down the number of flights. 
The first cuts came in international flights. 
They require maintenance of offices and hubs 
abroad, and international landing fees are high. 
But ATF is much cheaper abroad; it is useful to 
go to Dubai and fill up the tank. So airlines will 
continue skeleton service as long as they can to 
keep landing rights; but they have begun to cut 
down frequency. 

This can go on for some time. But all airlines 
wonder how they are going to pay for the planes 
they have on order; quite a few are trying to 
cancel orders. That can be expensive; booking 
deposits can be lost. So most ofthem are negoti- 


SATHEESH NAIR 


ating the rescheduling of deliveries. Aircr: 
makers are quite used to this. 

The airline industry is sensitive to econom 
conditions, so aircraft orders fluctuate madly 
and airlines are known to be fickle in their or 
dering. Cancelling aircraft orders is easy; bv 
many airlines wonder what to do with th 
planes they have got already. There is a globe 
leasing market; but it is none too attractive 2 
the moment. The rise in oil price has hurt air 
lines all over the world; not many airlines wan 
to take on more planes. Only one Indian airlin 
can be sure it will not have to close down; that i 
Air India, the governments airline. This gover 
nment is very loyal to its own companies; it wi 
never close or sell one, come what may. Air In 
dia is losing Rs 8 crore a day; it can lose ten tim 
es as much, but the government will never giv 
it up. With such a guarantee, Air India will kee 
flying planes to the four corners of the worlc 
but it has no reason to take in any passengers. 

Airlines would get some relief if the goverr 
ment reduced taxation of ATF or sold it at intei 
national prices. But this government woul 
never give up a chance to make a buck out c 
private operators. So a reduction in ATF price 
is unlikely. The other palliative is to raise fare: 
That is unlikely to happen; but cheap flights ai 
being abandoned, and may soon be history. 

In these circumstances, Captain Gopinath 
idea of starting a freight service is not necessa1 
ily brilliant, but it is certainly out of the bo 
Freight services are not foreign to India. Most c 
textile exports are flown abroad, especially fash 
ion garments. Even within the country, a num 
ber of couriers fly their own planes. Season: 
fruit are a possible business opportunity. A] 
fonso mangoes are flown abroad from Goa 
there is no reason why they should not be flow 
to Delhi or Jaipur. India receives 600 tons c 
gold every year; yet, the air transport of jew 
ellery within the country is virtually unknown. 

If more airports came up, the airlines woul 
extend their services to more towns. It would b 
unwise for the government to build them; it 
too slow and unreliable. The building of the aij 
ports should be contracted out. And it is to b 
hoped that when it contracts them out, the gov 
ernment will also give contracts for approac 
roads to the airports. Impressive terminals ai 
coming up in the metros, but the traffic jams o 
the way to the airports make flying a nightmar 
Let us learn from our mistakes — sometimes. 
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The impossible 
often times isn't 
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Sea ae meme Snr 


We believe that achieving any target is not an impossible task. As a Mini Ratna 
category-I company, we always strive for better use of our resources with higher 
returns, technical upgradation and better man-management. 


RSS AAPG Eo E y DS NUNG NAS tie Seve Lest 


Seve 


* 
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Even during difficult period, we never strayed away from our philosophy. And it 
only helped us to focus on other areas and emerge as a leading player not only in 
trading but hugely successful e-commerce business. 


Our passion to perform will always guide us to newer heights, and help us achieve 
even the impossible. 

Karma with Passion 
u | EDT SEO ee Sar OR ORRN 
Volume of Business : Rs.11,878 Crore 
PAT : Rs.92 crore 
e-commerce Business : Rs.5,143 Crore 
No. of Emplovees : 300 
Per Capita Volume of Business : Rs.40 Crore 
Per Capita Profit After Tax : Rs.31.5 Lac 
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mud M T 225-C, Acharya Jagadish Chandra Bose Road. 
Kolkata 700 020, (India) 
MSTC 

















Tel : (00-01-33) 2290-0964/0568, 22891401, 22901004 
LIMITED Fax: (00-91-33) 22878547 / 22831002 
e-mail: mstcindia@mstcindia.com 


("Nd WER mp gu) 
www. mstcindia.com 


Kolkata (033) 22900964 € Mumbai (022) 22886261 € New Delhi (011) 23214201 € Chennai (044) 2: 
| € Bangalore (080) 22260054 € Vishakhapatnam (0891) 2746948 € Vadodara (0265) 2339672 € Bhopal (0755 


(A GOVT. OF INDIA ENTERPRISE) 
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Incredible India 


H^ pinay TS. anA 





Just like its 1,500 km coastline, Tamil Nadu has a long list of places to see, things to do. There are beaches, forests, hill stations, 
waterfalls, temples, islands, bird sanctuaries, spiritual retreats, hill temples, mangrove-lined backwaters, heritage sites and palaces. 
So we wouldn't really recommend a short trip. 


DIPR/DIS/1344/08 


Tamil Nadu Tourism 


For details on TTDC's attractive package tours with excellent accommodation and transport facilities, please contact: * 

A Tamil Nadu Tourism Complex, Wallajah Road, Chennai - 600 002. INDIA. Ph: 91-44-25383333/25384444. Fax: 91-44-25361385/25382772 FA 
LE e-mail: ttdc@vsnl.com, website: www.tamilnadutourism.org. For online reservations, please log on to: www.ttdconline.com A 

Call: Chennai 91-44-25389857 - Mumbai 91-22-24110118 * New Delhi 91-11-23745427 * Kolkata 91-33-24237432 + Jaipur 91-141-2200142 - 


